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INCREASE BORROWING POWER OF COMMODITY CREDIT 
CORPORATION 


WEDNESDAY, FEBRUARY 25, 1954 


House or REPRESENTATIVES, 
ComMITTEF ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Hon. Jesse P. Wolcott, chair- 
man, presiding. 

Present: Chairman Wolcott (presiding), Messrs. Talle, Kilburn, 
McDonough, Widnall, Betts, Mumma, MeVey, Merrill, Oakman, 
Stringfellow, Van Pelt, Spence, Brown, Patman, Rains, Multer, 
Deane, O’Brien, Dollinger, Bolling, Hays, O’Hara, and McCarthy. 

The Cuarrman. The committee will be in order. 

We wish to welcome to the committee this morning a new member, 
Congressman McCarthy from Minnesota. We are very happy to 
have you with us, and I am sure you will enjoy your membership on 
this committee as we all have throughout the years. We are sure 
that your career here with us will be as pleasant and as long as possible. 
I am sure you will enjoy it. 

Mr. McCarruy. Thank you, sir. 

The Cuarrman. We are meeting this morning to consider H. R. 
7339, a bill to increase the authorization of the Commodity Credit 
Corporation from $6,750 million to $8,500 million. 

(The bill referred to above is as follows:) 


(H. R. 7339, 83d Cong., 2d sess.] 
A BILL To increase the borrowing power of Commodity Credit Corporation 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 4 of the Act approved March 8, 1938 
(52 Stat. 108), as amended, is amended by striking out “$6,750,000,000” and 
inserting in lieu thereof ‘‘$8,500,000,000”’. 

Sec. 2. Section 4 (i) of the Commodity Credit Corporation Charter Act (62 
Stat. 1070), as amended, is amended by striking out ‘‘$6,750,000,000” and insert- 
ing in lieu thereof ‘‘$8,500,000,000’’. 

Sec. 3. This Act shall be effective July 1, 1954. 

Mr. Wotcorr. We have with us this morning the Secretary of 
Agriculture, Mr. Ezra Taft Benson, and his staff. 

Mr. Secretary, we are happy to have you with us, and, without 
objection, you may proceed with your statement without interrup- 
tions, and any questions with respect to the problem before us will be 
addressed to you after you are through. You may proceed. 

Secretary Benson. Thank you, Mr. Chairman. 
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STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF 
AGRICULTURE 


Secretary Benson. Mr. Chairman and members of the committee, 
I appreciate very much this opportunity. I regret very much if I 
have inconvenienced the chairman and the members of the committee 
by not being able to make it here yesterday morning. We were 
delayed because of mechanical difficulties with our plane, in New 
Orleans, and got in here vesterday afternoon, and then I came down 
from New York by train, when they warned us the weather may not 
be good. But I am glad to be here this morning. 

The Cuamman. You may be sure we have not been inconvenienced. 

Secretary Benson. Thank you very much. 

I have several members of my staff here this morning. 

I would like particularly, if I may, Mr. Chairman and members of 
the committee, to introduce the new Administrator of the Commodity- 
Stabilization Service, who is the executive vice president of the Com- 
modity Credit Corporation, Mr. J. A. McConnell, if he will stand. 

You are acquainted, | think, with most of the other staff here, 
Mr. Morse, the Under Secretary, on my right, and Mr. Beach on his 
right, who is the budget officer of CCC. Mr. Ross Rizley is Assistant 
Secretary, and there are other members of the staff here. I would 
like to feel free to ask them to help out on any questions, Mr. Chair- 
man, as we go along, if it is agreeable. 

The CHatrman. That may be done. 

Secretary Benson. The Department of Agriculture is requesting 
an inerease in the statutory limitation on the borrowings by the Com- 
modity Credit Corporation, including the obligations to take over on 
demand loans held by lending agencies, in order to assure its ability 
to carry out mandatory commitments for price-support of 1954 crops 
in accordance with existing law. The increase requested is $154 billion, 
bringing the total borrowing authority to $8} billion. 

Briefly, the reason additional borrowing authority for the Com- 
modity Credit Corporation is needed is that we have a larger supply 
of corn, cotton, wheat, dairy products, and a few other commodities 
than can be absorbed at support prices by domestic and export 
markets. With domestic use of most commodities relatively stabilized, 
the two factors exerting the most influence on the magnitude of price- 
support operations are production and exports. Production was 
increased greatly to meet the postwar export demand and remains 
high. With the tapering off of foreign-aid programs and the rehabili- 
tation of agriculture in foreign countries, exports have been greatly 
diminished. As a result prices to farmers have been below support 
levels, huge quantities of commodities have been placed under CCC 
loan or offered for sale to the Corporation, and sales of CCC inven- 
tories built up from past price-support operations have declined. 
This has increased the obligation of the financial resources of the 
Corporation to the point where there remains insufficient unused 
borrowing authority to carry out present price-support commitments. 

An additional factor is that since the borrowing authority of the 
Corpo¥ation was set at $6,750 million in June 1950, the general in- 
crease In parity prices and, consequently, in support prices, has re- 
sulted in the use of more dollars for a given quantity of commodities 
than was required in 1950. For example, the support price on 1950 
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crop cotton was $139.50 per bale, as compared with an estimated $160 
for 1954 crop cotton. Similarly, the increase in the support price on 
corn has been from $1.47 to $1.58 per bushel, and on wheat from 
$1.99 to $2.20 per bushel. For all commodities on which price-sup- 
port commitments have been made for 1954 crops it is estimated that 
it will take over $200 million more to make the loans and purchases 
in the fiscal vear 1955 at 1954 crop-support prices than would have 
been required at 1950 crop-support prices. In addition to the in- 
creased capital required to make loans or purchases the amount re- 
quired to carry inventories has increased. 

There are several characteristics of the operations of the Commodity 
Credit Corporation which are of crucial importance in considering the 
extent of its authority to borrow. 

First, is the fact that the major part of the borrowing authority 
used is in connection with corn, cotton, wheat, and dairy products. 
The first 3 commodities are basie commodities for which price 
support is mandatory under existing law at 90 percent of parity 
through the 1954 crops. Dairy products are classed as designated 
nonbasics on which support is required by law at not less than 75 nor 
more than 90 percent of parity. As of December 31, 1953, the 
financial statements of the Corporation indicated a total investment 
of $5.7 billion in price-support loans and inventories, of which $4.7 
billion was in these 4 commodities, wheat, $2.1 billion; cotton, $1.2 
billion; corn, $1 billion, and dairy products, $378 million. We esti- 
mate on the basis of more recent operating reports that the total in- 
vestment in loans and inventories had increased to over $6 billion by 
early in February. 

Second, is the fact that on these major commodities, except for some 
discretionary power with respect to the support level on dairy products, 
which has been exercised, the Corporation must stand ready on an 
open-offer basis to make loans or purchases at a fixed level of support 
prices on any quantity of the commodities which may be produced 
during the crop vear. Once a crop is produced the Corporation has no 
control over the quantity of any of these commodities which may be 
offered to it for price support. The proportion of the total crop of any 
commodity in a particular vear which is placed under price support 
is governed by many varied and unpredictable factors, such as the 
size of crops, export trends, general business conditions, and other. 

These two characteristics of the Corporation's operations in turn 
make it extremely important that there be sufficient borrowing 
authority to elimimate any possible question of the ability of the 
Corporation to make good on the commitments required by existing 
law. Adequacy of financial resources readily available to the Corpo- 
ration is one of the major elements in its power to conduct effectively 
and at minimum cost the price support programs authorized by 
Congress. Ability to support as much of the crop as necessary at the 
proper and critical time is essential if markets are to remain stable. 

Farmers, bankers, and the various trade groups with which the 
Corporation deals must be unequivocally assured that the CCC is 
able to meet any financial obligations imposed upon it by program 
commitments. The announcement of availability of price support 
on a commodity, together with general knowledge of and confidence 
in the ability of the Corporation to back up the announcement with 
loans or purchases as required has at times in the past averted the need 
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for price support. On the other hand, doubt as to the ability of the 
Corporation to meet its obligations would cause an increased demand 
for price support. 

There would be a strong downward pressure on prices if such doubt 
existed. Farmers would rush to place commodities under price 
support in the belief that first come would be first served. Banks 
would be hesitant or unwilling to lend money to farmers under lend- 
ing agency agreements in which the CCC agrees to purchase on 
demand the notes evidencing such loans. Prospective purchasers of 
commodities held by the CCC would be hesitant to buy, in the hopes 
of obtaining the same commodities at a lower price at a later date. 
Farmers would be unable to redeem collateral pledged for price-support 
loans. Carriers, warehousemen, handlers, processors, and other trade 

roups would not have the confidence in the Corporation necessary 
or satisfactory business relationships. Any downward pressure on 
prices, of course, would be reflected in lower valuations of the inven- 
tory of commodities held by the Corporation and, consequenily, in 
increased program costs. 

To avoid such a development it is not only necessary that the 
borrowing authority of the Corporation be of sufficient size to assure 
ability to meet all obligations, om it should be large enough to pro- 
vide a margin of flexibility for unforeseen circumstances. It is not 
possible to forecast with any assurance of accuracy what the demands 
on the Corporation’s financial resources will be in the future. To be 
able to do so it would be necessary to have the ability to forecast 
accurately in advance the production and market price of specific 
commodities and, in addition, all of the effects of price changes on 
CCC operations. This inability to accurately forecast future opera- 
tions applies not only to the total volume of each of the different 
types of transactions affecting the use of borrowing authority, par- 
ticularly loans, purchases, repayments and sales—but it also applies 
to the timing of these transactions. 

Seasonal variations in the prices of individual commodities, result- 
ing from a variety of causes, have a definite effect on the peak amount 
of funds invested in price-support operations at any one time during 
a crop vear. In addition, such factors as a new crop report or a 
change in weather affecting the outlook for production of a major 
crop can have an immediate effect on the volume of price-support 
loans requested by farmers. This, in turn, immediately affects the 
amount it is necessary for the Corporation to borrow from the Treas- 
ury or obligate itself to pay banks for notes accepted by them under 
lending agency agreements. Similarly, the timing of sales of inven- 
tories and of repayments on loans, which is subject to many unpre- 
dictable factors, will directly affect the amount of borrowing authority 
in use. Circumstances affecting the total volume, the timing of ob- 
ligations and receipts, and the relationship between obligations and 
receipts, change so rapidly that it is necessary that there be a margin 
of borrowing authority to cover temporary bulges in net obligations 
as well as unforeseen developments affecting the total volume of 
price-support extended. 

There have been many examples in the recent history of the Com- 
modity Credit Corporation of rapid and large changes in the demands 

laced on its borrowing authority. Statutory obligations against the 
rrowing authority increased by over $1.5 billion in each of the 
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calendar years 1948 and 1949, decreased by approximately $1.8 
billion between March 1950, and September 1951, and increased $4.4 
billion from July 1952, to December 1953. There was an increase of 
$2.5 billion during the 5 months ended December 31, 1953. 

Another important point for consideration is that the request for an 
increase in borrowing authority does not constitute an appropriation 
of funds. The actual costs are not known until the liquidation of 
loans and inventories which represent the major assets financed under 
the borrowing authorization. Overall control over the actual volume 
of loans to be made and inventories to be acquired and thus over pro- 
gram costs, is exercised by the Congress in two ways other than 
through the limitation on borrowing authority. These are (1) The 
approval of price-support legislation prescribing the conditions under 
which the prices of individual commodities shall be supported, and the 
levels of such price supports, and (2) the approval of the budgetary 
programs set forth m the annual budgets submitted in accordance 
with the Government Corporation Control Act of 1945. These 
budgetary programs are, of course, within the framework of basic 
price-support legislation. One of the major considerations in the 
development of the new farm program submitted to the Congress by 
the President on January 11, 1954, was ultimate reduction in costs to 
the taxpayer. 

It is becoming more apparent every day that the cost of operating 
our Se programs during the next 2 or 3 years is likely to 
continue high even though we were to go to the flexible price supports. 
For example, the net realized loss on price-support operations of the 
CCC amounted to $116.1 million during the first half of the current 
fiscal year, or 90 percent greater than the net loss of $61.1 million in 
the entire fiscal year 1953. In addition, the financial statements of 
the Corporation as of December 31, 1953, recognized anticipated losses 
of $693.2 million on the investment in inventories and loans on 1952 
and prior-year crops. Reserves for probable losses have not yet been 
established on the commodities under 1953-crop loans. 

These increases in costs could be held within reasonable bounds 
under the flexible svstem. They could be enormous if we continue 
to pile up surpluses under an extended program of supports at 90 
percent of parity. 

The current situation calls for a new evaluation of the farm problem. 
We recognize the need for Federal aid to agriculture on a very broad 
scale when it becomes necessary. But the cost of the program is 
reaching such proportions that we must insist upon value received for 
these expenditures—upon getting the dollars into the pockets of 
farmers who need them. 

As of December 31, 1953, the actual amount of borrowing authority 
in use was as follows: 


Million 
Loans held by lending agencies: 
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I would like to interpolate at this point, if I may, as a part of the 
statement the following: 

The C. C. Charter Act requires that the borrowing authorization, 
presently $6,750 million, cover at all times both the actual borrowings 
and the total amount of notes or other obligations evidencing loans 
made by lending agencies under the Corporation’s programs. 

The Corporation meets its day-to-day cash requirements by bor- 
rowing from the United States Treasury. If disbursements reported 
daily by the Federal Reserve banks exceed receipts, a borrowing is 
made the following day. Similarly, if receipts exceed disbursements 
a repayment is made to the Treasury. No working cash balance is 
maintained. Obligations evidencing loans made by lending agencies 
are of two kinds: First, the individual notes mentioned above, held 
by local banks, which made price-support loans to farmers under an 
agreement with the CCC under which the Corporation agrees to pur- 
chase, on demand, notes evidencing such loans, at face amount, plus 
interest. And, secondly, certificates of imterest, which represent 
documents issued to banks by the Commodity Credit Corporation to 
evideace ownership by the banks of the pro rata interest in a pool of 
loans made to producers under the price-support program. 

With respect to certificates of interest, the position of both the 
CCC and the banks is the same as exists with respect to imdividual 
farmers’ notes held by lending agencies. The bank may sell the notes 
or the certificates to the CCC at any time it wishes and the CCC is 
obligated to purchase them on demand. The CCC has issued cer- 
tificates of interest in connection with cotton price-support loans 
each year beginning with 1941, except 1952 crop loans. This was a 
method of permitting banks to participate in the financing of cotton 
loans, and at the same time facilitating the obtaining and releasing 
of loan documents when producers wished to redeem their loans. 

Briefly, it works as follows: 

1. The producer obtains a loan on cotton through a local bank. 

2. The bank forwards the notes and warehouse receipts to the New 
Orleans office of the Commodity Stabilization Service, for inspection, 
audit, and accounting. 

3. The loan documents are later sent to the Federal Reserve bank 
serving the district in which the cotton is originally stored. 

4. The certificate of interest of value equal to the loan is issued to 
the local bank, bearing interest at the going rate of return to banks 
operating under CCC lending agencies agreements. The current rate 
is 2% percent. 

Each producer receives an equity transfer form by which he may 
sell his equity in loan cotton at any time without loan documents. 

In 1953, for the first time the CCC issued similar certificates of 
interest in loans on grains. I will not take the time to go into the 
details of those, but I have them here, as to just how they operate, 
if you would like them made a part of the record. 

Now, if I may go back to the statement, I will continue. 

The CuarrMan. With that explanation, the statement which the 
Secretary interpolated and remarks which he has just read, to go with 
the balance which he has not read, will be inserted in the record. 
Secretary Benson. Thank you. 
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(The document referred to is as follows:) 

In 1953, for the first time, the CCC issued similar certificates of interest in 
loans on grains. This was done in line with a request by the Treasury Depart- 
ment that an attempt be made to obtain a greater investment of funds in CCC 
programs by private banks in order to reduce CCC use of Treasury funds to a 
minimum, While CCC obligations to purchase loans or certificates held by banks 
are charged against CCC borrowing authority in accordance with the Charter 
Act, they do not become a charge against the national debt limit until the Treasury 
is required to lend funds to the CCC. The CCC obligations are against its own 
credit, rather than against the Treasury. 

The interest rates on the certificates issued (on grain loans and other loans 
held by the CCC) were determined by the Treasury Department. The decision 
on the first issue (late August and early September) was that a rate of 2)2 percent 
would be required to induce banks to invest in the certificates. This was the same 
rate as CCC paid on its borrowings from the Treasury at the time. Similarly, 
on each subsequent issue, the rate of interest was determined by the Treasury. 

The mechanies of the issuance of certificates on grain loans and loans other 
than those on 1953-crop cotton is slightly different than on 1953-erop cotton 
loans currently being made by banks. The FRB of Chicago acts as fiseal agent of 
the CCC and issues all certificates on an offer and acceptance basis within total 
amounts determined by CCC. This plan permits city banks to participate in 
financing CCC loans and at the same time permits loan papers and warehouse 
receipts to remain in local banks easily accessible to producers who wish to repay 
their loans. Country banks who hold and service grain loans are paid a service 
fee of one-half of 1 percent per annum in addition to the 2's pereent interest they 
earn on the funds soinvested. The Treasury offsets this additional cost by adjusting 
the interest on a portion of the CCC borrowings from the Treasury. This allows 
country banks Lhe same interest return on individual notes as the city banks on 
certificates. 

Secretary Benson. In accordance with a request initiated by the 
Department on December 17, 1953, emergency action was taken by 
the Congress to authorize early cancellation of approximately $682 
million of CCC notes held by the United States Treasury. This 
cancellation of notes, which was made effective February 12, 1954, 
was to reimburse the Corporation for its capital impairment as of 
June 30, 1953, and for costs incurred in the fiscal year 1953 for the 
International Wheat Agreement and the eradication of foot-and- 
mouth disease. Ordinarily, these items would have been included 
in the regular appropriation act for the Department and the indebted- 
ness to the Treasury would have been reduced in July. Considering 
the note cancellation accomplished on February 12, 1954, and based 
on estimates of obligations against the Corporation's borrowing au- 
thority subsequent to December 31, 1953, it appears that approxi- 
mately $500 million of borrowing authority remained after the note 
cancellation. 

It is our usual practice to base our estimates on the assumptions 
that vields will be in line with recent averages and that acreage allot- 
ments and marketing quotas will be in effect in accordance with 
existing legislation. However, actual vields per acre have been in- 
creasing steadily. Also, with acreage controls in effect for cotton, 
corn, and wheat it may be assumed that producers will use more 
fertilizer and insecticides and select their best lands for production of 
those crops upon which acreage allotments have been placed, thereby 
obtaining still higher yields. Legislation has been enacted which 
increased the cotton acreage allotment from 17.9 million acres to over 
21 million acres, as well as some increase in wheat acreage, and pro- 
duction will increase accordingly. With the increase in cotton acreage, 
and assuming that yields of cotton, corn, and wheat will be in line with 
higher than average yields in recent years, and that most of the 
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increased supplies will go under price support, approximately $1 
billion more borrowing authority will be required than probably 
would be needed if yields were average and if cotton acreage had not 
been increased. For example, if the yield of corn should increase 
only 3 bushels per acre the additional production would amount to 
234 million bushels. This, in turn, if placed under price support 
would require the use of $374 million of additional borrowing authority. 

A further factor influencing the volume of price-support operations 
will be crops devoted to acreage diverted from cotton, corn, and wheat 
to other crops eligible for price support. This has been taken into 
consideration to some extent in our estimates but it is impossible to 
forecast the future developments in this respect with any degree of 
accuracy. The administration is already committed to price support 
on feed grains, soybeans, flaxseed, and other crops for which diverted 
acres might be used. Although the level of support is in some in- 
stances lower than in the recent past, nevertheless increased yields and 
weak prices could add hundreds of millions of dollars to the borrowing 
authority required. Further, any general price declines and business 
difficulties would be reflected in a generally increased volume of price- 
support operations for all 

f the assumptions which I have just discussed, with respect to 
yields and acreage of allotment crops and additional price support 
gw on crops planted to diverted acres, should materialize, and 
if business conditions should be slightly less favorable than those 
assumed in the budget estimates, it is estimated that the Corporation 
will require a borrowing authorization of $8.5 billion to carry its 
investment in 1953 and prior-year crops and support the price of 1954 
crops. If we were to assume full planting of acreage allotments, 
acreages of nonallotted crops as high as records in recent vears, yields 
as high as recent records for each crop, and a smaller movement into 
domestic or export channels of stocks in CCC inventories or under 
CCC loan, then the requirements for 1954 crop operations would be 
considerably in excess of current estimates. 

I should like to emphasize that this estimate is to cover 1954 crop 
operations under the assumptions | have indicated and not intended 
to cover the 1955 crop operations. 

There are attached three charts which present graphically some of 
the important facts concerning the increasing burden of the present 
price-support program. Chart A shows the tremendous increase in 

CC investments in commodities under the price-support program 
during the calendar year 1953—an increase from $2.5 billion to $5.7 
billion. Chart B shows how the carryovers of major commodities 
are increasing and the huge carryovers anticipated at the end of the 
current crop year. Chart C reveals the similarity of prices for 
supported and nonsupported farm products over the period since the 
early thirties. This chart clearly indicates that general economic 
conditions are of overriding importance to agriculture. 

(The charts referred to are as follows:) 
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CCC INVESTMENTS 
IN FARM COMMODITIES 


DEC. 31, 1952 DEC. 31, 1953 
($2.5 BIL.) ($5.7 BIL.) 
Veg. oils Veg. oils Other 
466MIL. LBS. Other Total dairy 1,108 MIL. LBS. Com 
duct 594 MIL. BU. 
Total dairy or 
40 MIL. LBS 285 MIL. LBS. 
Toba 
Z 
Tobacco 
o 
596 MIL. LBS. 
Wheat Cotton Wheat 
468 MIL. BU. 7.5 MIL. BALES 267 MIL. BU 


SIZE OF SEGMENTS PROPORTIONAL TO VALUE 
TOTAL INVESTMENTS IN FEB. 1950 WERE $4.0 BIL. 


NEG. 81-54(2) AGRICUL TURAL MARMETING SERVICE 


U.S. DEPARTMENT OF AGRICU! TURE 


CARRY-OVER OF MAJOR 
FARM COMMODITIES 


Food 
Wheat Cotton Corn Fats & Oils 
(MIL. BU.) (THOUS. BALES) (MIL. BU.) (MIL. LBS.) 
1,650 
1,550 | 


1952 '54 1952 '53'54 1952 '53 ‘54 1952 '53'54 


CROP YEARS BEGINNING: WHEAT, JULY COTTON, AUG. 1, CORN, OCT. 1, FATS MEIGHT OF BARS ARE PROPORTIONAL TO VALUE 


U. S. DEPARTMENT OF AGRICULTURE NEG 80-54(1) AGRICULTURAL MARKETING SERVICE 


i 
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Cc 
FARMERS’ PRICES 
Comparison of Prices for Price-Supported ‘‘Basic’’ Commodities 
With Those of Nonsupported Group 
% OF 1910-14 
300 
Not price supported me 
r (FRUITS, TRUCK CROPS, 7 
200 
100: 
Price supported 
(“BASIC* COMMODITIES - FOOD GRAINS, 
FEED GRAINS, COTTON, TOBACCO) 
1935 1940 1945 1950 1955 
DAIRY PRODUCTS, OIL CROPS, AND WOOL NOT INCLUDED IN ABOVE CATEGORIES OWING TO VARIATIONS 
OF SUPPORT ACTIVITIES FOR THESE PRODUCTS 
U.S. DEPARTMENT OF AGRICUL TURE NEG. 82-53(12) AGRICULTURAL MARKETING SERVICE 


Secretary Benson. That concludes the formal statement, Mr. 
Chairman. 

Now, if the members of my staff or | can be helpful to the committee 
in trving to answer questions we will be glad to do so. 

1 would like to take the liberty of asking Mr. Morse, the president 
of the Commodity Credit Corporation, to carry a major part of the 
burden on the questioning, if I may. 

The CHarrmMan. Thank you, Mr. Secretary. 

If it is allowable, and I believe it is, the charts may be incorporated 
as part of the record. 

Mr. Talle. 

Mr. Mr. Chairman. 

Mr. Secretary, do you not believe that the surpluses in storage 
could be cut down considerably through expansion of consumption 
both at home and abroad? 

Secretary Benson. We feel very strongly in the Department, Dr. 
Talle, that the job is only half done when we have produced a commod- 
itv. The other important half is the marketing of the commodity. 

We have in our reorganization of the Department greatly strength- 
ened our marketing facilities. We have reorganized our Foreign 
Agricultural Service, and we have brought together in one agency 
in the Department, in our Agricultural Marketing Service, all of our 
work pertaining to domestic marketing. We have done this because 
we feel that we need to place more emphasis on inarketing. We are 
just now organizing some trade missions to go into Asia, Europe, 
and the South American countries in the hope that we can be helpful 
to the trade in opening up new markets and expanding present mar- 
kets for our farm products— particularly those that we produce in 
surplus. 
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We do feel that much can be done in that direction. It does not 
happen overnight, but we are working at it very hard, and we believe 
that much can be accomplished. 

Mr. Tauxe. | certainly agree with you, Mr. Secretary, a hundred 
percent. 

Now, looking at the situation at home, we are not interested, of 
course, in breaking the market. 

Secretary Benson. That is right. 

Mr. Tatie. But do you see opportunities for disposing of our sur- 
pluses to institutions like schools, orphanages, homes for the aged, 
through CARE, and other outlets through which some of the surpluses 
might pass, without breaking the market? 

Secretary Benson. Yes, sir; 1 feel that there are real opportunities. 
We are pushing in that direction now, and have been for some months, 
and we are actually moving commodities through some of these relief 
and emergency agencies, both foreign and domestic agencies, including 
CARE which you mentioned. 

We think that much can be done in that direction, and should be 
done, and as a matter of fact it is being done. There is a limit, of 
course, as to how far we can go, but we are certainly doing everything 
we can to push that. Sometimes it may displace other sales. We 
try to watch so that we will not interfere with the normal channels 
of trade. We think that in the long run we have got to do all we can 
to strengthen the normal channels of trade because after all that is 
our biggest hope, in our judgment, at least. 

Mr. Tauie. Very clearly, diets can be changed. We noted that 
in the 1920’s when people began consuming more vegetables and fruits 
than had been in their diets prior to that time. Dairy products are 
healthful foods. 

Secretary Benson. Our people in our home economics department, 
of course, are studying that constantly. We feel, as we have had 
conferences with the dairy groups, for example, that there are many 
areas where we need to have a very great increase in the consumption 
of dairy products, particularly fluid milk, in the interests of the health 
of our people, and that industry is an example of one that is pushing, 
through a nationwide campaign, greater consumption of dairy products . 

Certainly there is a big market at home, as well as abroad. It 
will take education, it will take time, but we are working very vigor- 
ously. 

Mr. Tauite. Now, looking at the foreign market, as foreign aid is 
cut down—and it seems to me that it must be—our exports will de- 
cline by the amount of our giveaway programs. It is true, is it not, 
that the decline in our exports has been very marked? And I am 
wondering what prospects there may be for regaining some of the 
markets we have lost? 

Secretary Benson. Of course, it is a rather complicated problem, 
this foreign export problem. We feel that the dollar position is im- 
proving somewhat. Of course, some mistakes have been made, and I 
guess we will always make mistakes. 

As one example, the acreage was cut pretty heavily—lI think it was 
in 1950—on cotton, and we cut it so far that we were fearful we were 
not going to have enough to meet our domestic requirements during 
an emergency period. ‘Then an embargo was placed on the exports of 
cotton which stimulated the production of cotton abroad, and prices 
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went up to nearly $1 a pound. But once acreage has been stimulated 
abroad it is very hard to contract that acreage later. 

Mr. Tatuie. Much of that was picked up by Mexico and Brazil, 
Was it not? 

Secretary Benson. And quite a lot, of course, over in the Middle 
East, Egypt particularly. 

Of course, the countries abroad have come back into production to 
a very large extent—I mean into agricultural production. Their pro- 
duction went way off during the war. We filled the gap by exporting 

reat quantities, much of which was given to them, as you know. 
hey have come back into production in recent years, and that has 
had its effect, of course, upon our exports abroad. 

But we do feel that there are still opportunities to sell more abroad 
than we are selling. In fact, there has been a slight upturn in exports 
in the last few weeks, which is encouraging to us. 

Mr. Tauye. Thank you, Mr. Secretary. 

Thank you, Mr. Chairman. 

The Cuarrman. Mr. Secretary, let me clear up one thing before 
we go any further. From private conversations with members of 
your staff it has been found necessary to make this money available 
prior to July 1; do I understand that you are recommending that 
section 3 of the bill, which would effectuate this new authority on 
July 1, be deleted so as to make the money immediately available? 

Secretary Benson. Yes, sir; that is our desire, Mr. Chairman. We 
feel that that is imperative and important that it be done immediately. 

The CuatrmMan. Mr. Spence? 

Mr. Spence. Mr. Secretary, I feel very kindly toward this bill. I 
think price support has been the very heart of the farm program, and 
I know that beneficient results have come to farmers of my section 
who are in poverty and distress, and without price support I don’t 
know what would have happened to them. And I assume that this 
will be as necessary in the future as in the past. I think the Com- 
modity Credit Corporation is one of the great agencies of the Govern- 
ment, and has rendered a service which cannot be overestimated. 

Now, it has always been your practice, heretofore, as | understand, 
to do your financing through the Treasury; that is true? 

Secretary Benson. Yes, sir; the great bulk of the direct financing 
has been done through the Treasury. 

Mr. Spence. When you borrow from the Treasury, of course, they 
issue their bills and notes and that becomes a part of the debt of the 
Government; isn’t that true? 

Secretary Benson. Yes, sir. 

Mr. Spence. You increase the national debt by your borrowing 
from the Treasury? 

Secretary Benson. Yes, sir; that is my understanding of the effect 
of it. 

Mr. Spence. The national debt does not reflect contingent liabil- 
ities. They do not go into the computation of the debt limit of the 
national debt; isn’t that true? 

Secretary Benson. If you are referring to notes held by banks as 
one of the contingencies, that is true. 

Mr. Spence. Now, as I understand it, you were able to finance 
your obligations through the Treasury at about 1% percent. Is that 
true: 
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Secretary Benson. It was as high as 2}5. 

Mr. Beach, the budget officer, informs me that it was 2% percent 
beginning July 1 of this year, but that it has since been reduced to 
1% percent. 

Mr. Spence. But heretofore the Treasury has obtained the money 
by issuing their bills and notes at 1% percent; is that true? 

Secretary BENson. May I ask Mr. Beach to comment on that? 

The CuHarrmMan. Yes. 

Mr. Beacu. Mr. Spence, in July of this vear our borrowing rate 
from the Treasury was set at 24% percent. That is a higher rate than 
it had previously been, but it was based on the then average cost of 
money to the Treasury. 

Mr. Spence. Wasn't that largely 

Mr. Beacu. Since that time the interest rates have declined and 
the Treasury has reduced our borrowing rate down to 1% percent 
effective in February. Our rates that we set to banks, under our 
lending agency agreements, are usually set once a year, before the 
lending season, and the interest return to banks allowed for the 1953 
crop operations was 2 percent, approximately the same as our rate of 
borrowing from the Treasury at that time. 

Mr. Spence. Wasn’t it suggested to the banks to purchase these 
debentures and that they would bear 2% percent? And the banks did 
form that pool and they did purchase over a billion, $100 million in 
certificates, and the certificates of interest were issued to the various 
banks that purchased them? Now, wasn’t the increase in the interest 
rate in the Treasury in accordance with and as a result of the interest 
rate that you provided for the banks? 

Mr. Beacu. No, sir; | would like to explain how that financing was 
arranged. 

The Treasury asked the Commodity Credit Corporation, along in 
June of this last vear, if it would review its method of financing its 
operations to see whether a larger portion of it might not be financed 
through banks, thus taking off the burden on the national debt limit. 
The practice had been in use for vears, since 1941, of issuing certifi- 
cates on cotton loans. That is an oldtime practice with the Corpora- 
tion. It was decided that the only way that bank financing of the 
Corporation’s operations could be increased was to issue certificates 
on grain loans which previously we had not done. 

It was also the feeling that the country banks were holding about 
as much of that paper as they could, with their capital structure; 
therefore, the only opportunity to increase the financing was through 
city banks. We made a pool, as you said, of the loans that the 
Corporation held in its own portfolio, either through having made 
them in the original instance or through having purchased them from 
country banks, and sold certificates of interest in that pool to banks 
which bid for an interest in the pool. 

The rate of interest that was set on the certificates was established 
by the United States Treasury, not by the Commodity Credit Corpo- 
ration, and it was set on a basis to be sure to sell the certificates. _ 

Mr. Spence. But previous to that time the Treasury was obtaining 
funds at 1% percent; isn’t that true? 

Mr. Beacu. Previous to that time they were. At about the time 
the negotiations were made on the first issue of certificates the rates 
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that the Treasury was paying on comparable maturities, 9 to 12 
months, were very high and were approximately in line with the 
certificate rate. 

Mr. Spence. After these certificates were issued, over a billion 
dollars, guaranteed as to interest and principal by the Government, 
and paying 2% percent interest, wasn’t it rather difficult for the Treas- 
ury to issue their notes and bills at 1% 6 percent in competition with this 
investment paving 2), percent guaranteed as to principal and interest 
by the Government? 

Mr. Beacu. Sir, the Commodity Credit Corporation certificates 
are not guaranteed by the Government. They are issued on the credit 
of the Commodity Credit Corporation only. That is the reason they 
are not considered a part of the public debt transactions. They are 
not a part of the public debt until we actually obtain money from the 
Treasury to pay off the banks. 

Mr. Spence. Yes, sir; when you obtain the money from the Treas- 
ury they do become a part of the public debt? 

Mr. Bracn. Yes, sir. 

Mr. Spence. And the contingent liability is not a part of the public 
debt? 

Mr. Beacn. That is true. As far as the rate is concerned, the De- 
partment of Agriculture consulted with the Treasury Department, and 
the Treasury established the rate on the certificates. It is not a com- 
petitive rate because of the difference in the nature of the item. They 
set the rate on the basis that they thought would be sure to sell the 
certificates. 

Now, the rates on the comparable maturities of Treasury securities 
have declined markedly since the first issue of those certificates. 

Mr. Spence. Well, now, is not that a subterfuge, to get the money 
from the banks rather than go to the Treasury and have it added to 
the national debt, in order that you wouldn’t break through the debt 
limitation? 

Mr. Breacu. Sir, I don’t think it was a subterfuge. It was an- 
nounced at the time that it was being done that that was the purpose 
for doing it. 

Mr. Spence. That was the purpose for doing it? 

Mr. Breacnu. Yes, sir; but it was a continuation of a practice, and an 
extension of a practice that had been in existence since 1941 in the 
Commodity Credit Corporation. 

Mr. Spence. If the Corporation had gone to the Treasury and 
borrowed the money, the Treasury would have issued its notes and 
would have gone into the debt immediately, would it not? It would 
have been added to the publie debt of the United States and would 
have violated probably the debt limitation? 

Mr. Beacu. That is right. 

Mr. Spence. I have no objection to raising the debt limitation if 
necessary. I voted for it. But if that contingency had not existed 
do you think they would have gone to the banks and gotten that 
money? 

Mr. Beacu. Sir, it has been the practice of the Commodity Credit 
Corporation during its existence to use private trade facilities to the 
maximum possible extent. In facet, it is so required by the charter. 

Mr. Spence. What was the difference in the cost of this money at 
the prevailing rates and the rate set of 2); percent? 
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Mr. Bracu. I have a chart here which shows the comparison. 

Mr. Spence. I understand that it cost about $9 million more, and 
that the increase in the general level of interest rates by the Treas- 
ury cost the Government almost $100 million. Is that true? 

Mr. Beacu. No, sir; I don’t believe it is. The interest rate on 
Treasury borrowings, on 9- to 12-month maturities, in May and June 
of 1953, was up to approximately 2% percent. That was the rate at 
which the Treasury was borrowing money on their regular issuances of 
securities. It was on the basis of that level of rates that they set a 
rate of 24% pereent on the certificates of interest issued by the CCC. 
The rate the Treasury paid for its money, 9- to 12-month maturities, 
and also on its 3-months’ bills, declined very steadily from about 
May and June of 1953, right down through October and early Novem- 
ber. There was a slight rise in November and December, up to around 
1.7 percent yield to the purchaser of those maturities. 

Since that time the yield has declined further. 

Now. the Treasury has reflected in the certificate rate the decrease 
in the overall money rates that they have been paying, by lowering 
the rate to 2% percent on our last issue of certificates. They felt 
that was as low as they should go on the certificates of interest. 

Mr. Spence. Wasn’t that whole thing a reflection of the merease 
in the interest rate, in order to get the banks to participate? 

Mr. Breacu. There is no question but what the rate was set high 
enough to get the banks to participate; ves, sir. 

Mr. Spence. Yes, sir. 

Mr. Breacu. That has been the aim of the Corporation, to give the 
banks a return sufficient to encourage them to hold this paper. 

Mr. Spence. And the real impelling rezson was, | think, to prevent 
you from going above the statutory debt limitation. Wasn't that 
largely instrumental in doing that? 

Mr. Beacu. I think that is true. There is a statement here by 
Assistant Secretary Burgess, of the Treasury, which was inserted in 
the Congressional Record on February 18, 1954, which you may 
like to have inserted in the record of this hearing, which explains the 
Treasury's side of this matter. 

Mr. Spence. Well, what do vou think? I would like to know what 
the Secretary thinks about the desirability of doing this financing 
in the Treasury, rather than through the banks? 

Secretary Benson. May I first ask, Mr. Chairman, if we may put 
this statement in the record, this statement of Mr. Burgess? 

The CHarrmMan. It may be done. 

Secretary Benson. It does clear up this question, so far as the 
Treasury's position is concerned. [It is a very short statement. 

The Cuarrman. It may be helpful in view of the questioning. 

Without objection, that may be done. 

(The document is as follows: ) 


{Excerpt from Congressional Record of February 18, 1954 (No. 31)] 


te CCC Certiricates oF INTEREST—QUOTATION OF STATEMENT BY 
ASSISTANT SECRETARY OF THE ‘TREASURY 


“Since the beginning of its program in 1933, the Commodity Credit Corporation 
has utilized the services of banks in making loans to farmers on agricultural 
commodities. Banks use their own funds in making price-support loans and 
under the terms of an agreement with CCC may sell the producers’ notes to the 
Corporation at maturity or prior to maturity. When banks do not keep their 
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own funds invested in price-support loans the CCC must pick up the loans by 
borrowing directly from the Treasury. 

“Tn order to increase participation by banks in the program and as an aid to 
the Treasury keeping the public debt within the statutory limit, the CCC has 
made three offerings to banks for the purchase of certificates of interest in crop- 
support loans. These certificates are issued against a nationwide pool of un- 
matured crop loans. When the loans mature they are taken out of the pool and 
an equivalent amount of certificates must be redeemed unless other unmatured 
notes are available to replace the matured notes in the pool. 

‘Certificates of interest have been used for a number of years in financing the 
cotton program. They are a convenient and practicable way in which to permit 
banks to participate in crop-support loans. The certificates are not obligations 
of a type requiring the approval of the Secretary of the Treasury; they do not 
earry on their face any guaranty by the United States, and therefore they do not 
fall within the statutory debt limit. 

“The certificates of interest are not obligations of the Treasury. They are 
obligations of CCC redeemable on demand. The Treasury is obligated to advance 
money to CCC within the limit of its borrowing, now $6,750,000,000. 

“The following table gives some details regarding the three offerings of certifi- 
cates of interest: 


| 
Date of issue | Interest rate | Amount 


| Percent Millions 
2% $35 


Secretary Benson. Mr. Spence, of course, we have felt that in all 
of our operations in the Department we should use the normal channels 
of trade, the normal agencies, private agencies, insofar as it is feasible 
to do so. The Corporation had been encouraging the local banks to 
take an active part in this financing in vears past. As we reviewed it, 
we thought that was a good policy and probably something that should 
be encouraged, just as we feel that in encouraging the expansion of 
markets we would like to see it done by private trade and private 
agencies, and not increase Government competition with private 
agencies. 

Mr. Spence. That would insure that the farmer would pay a 
higher interestfrate on his loans, would it not? If the cost of money 
was higher? 

Secretary Benson. Well, it would depend on the conditions, of 
course. It may or may not. In this case it apparently did result 
in some little increase. 

Mr. Spence. Well, do you think it is desirable to continue that 
practice, or do you think that the financing in the future ought to be 
in the Treasury as it has been in the past? 

Secretary Benson. We have felt that it is a desirable practice, 
Mr. Spence. 

Mr. Spence. That is what? 

Secretary Benson. We have felt that it is a desirable practice, 
that is has been a sound practice in the past, and we think probably 
it should be encouraged in the future, within limits, of course. 

The CuHarrman. | doubt whether you two are together on that. 
As I understand the situation, the practice which Mr. Spence referred 
to was Treasury financing, and the practice you referred to, as I 
understand it, is to expand the participation by banks. 

Secretary Benson. Yes, sir; that is my position. 
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The Cnarrman. I don’t think you would want your answer to 
stand as being mininterpreted. 

Secretary Benson. I am sorry if I didn’t make myself clear. 

The Cuarrman. I think you made yourself clear, but in this colloquy 
between the two of you I don’t think the record is clear. 

Secretary Benson. Well, we felt, in our consideration of it, that we 
should encourage private lending agencies to assist in the program, as 
we have encouraged private agencies in all of our marketing work, 
and not increase Government participation. We feel that where 
possible we should reduce Government participation, and increase the 
participation of private agencies. 

Mr. Spence. Even when the participation of private agencies, in 
interest, will cost the Government more eventually? 

Secretary Benson. Well, of course, there are a number of things to 
consider. It would have to be done within limits, of course, but 
probably the Government could make loans in many fields at a lower 
rate than that for which we could get them from private lending 
agencies. We wouldn’t want the Government to do all the loaning and 
throw those private agencies out of business. 

Mr. Spence. Generally you can get money from the Treasury at a 
lower rate than vou can from private enterprise, can’t vou? 

Secretary Benson. I would like Mr. Beach to comment on that. 

Mr. Beacu. Sir, the rate that we pay the Treasury is established 
by the Treasury on the basis of the rates they pay for comparable 
maturities. So, as far as the Department of Agriculture is concerned 
there is no difference whether we finance directly by borrowing from 
the Treasury or by issuing certificates. There would be, as you say, 
however, a difference in the overall cost to the United States Govern- 
ment if the rate paid on certificates were out of line with comparable 
maturities of Treasury certificates. 

Mr. Spence. I think that it is inevitable that if the Treasury 
authorized the payment of 2%-percent interest to private investors 
that they would have to raise their general rates in order to get the 
money in competition with those investors; isn’t that true? 

Mr. Beacn. Sir, they set the rate at 2% percent in the initial in- 
stance on the basis of the then going rate for comparable maturities 
of Treasury certificates and also recognizing the fact that it was not a 
Government-guaranteed security ond that it had to have a little pre- 
mium rate in order to make it salable to banks. 

Mr. Srencz. But up to that time the Treasury was able to obtain 
funds at 1% percent; isn’t that true? 

Mr. Beacn. Yes, sir; prior to the rise in the money market in 
June 1952 the rate was as low as about 1 percent. 

Secretary Benson. May I also add, Mr. Spence, that we have 
announced that the interest rate to farmers, on the 1954 crops, will 
be reduced from 4 percent, which has been the rate this year, to 3% 

ercent for next year’s crops, reflecting the change in the money mar- 
et as has been explained here by Mr. Beach. 

Mr. Spence. What was the rate after you increased the interest 
rate to 24% percent? What was the rate to farmers at that time? 

Secretary Benson. It was 4 percent, set at the beginning of the 
crop year, and we have now announced that at the beginning of the 
crop year on the 1954 crops the rate will be 3% percent to farmers. 

Mr. Spence. That is all, Mr. Chairman. 
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The Cuatrman. Mr. Kilburn. 

Mr. Kinsurn. Mr. Secretary, I am in favor of the price support 
being reduced on these things, but in view of your chart here I don’t 
quite understand the Agricultural Department’s position in reducing 
from 90 to 75 percent on dairy products, but not reducing on the feed 
that the dairvman has to buy, when those items, according to this 
chart, are very much bigger than the dairy items. Is that because 
you have not got the legislation? 

Secretary Brunson. Well, that is only a partial answer, I would say. 
We looked at this whole dairy picture before we made the adjustment 
in the support level. Our solicitor gave us the opinion that under the 
law we were obligated to set it at the minimum because the law re- 
quires that they must be set at a level which will bring forth adequate 
supplies. In view of our storage stocks at the present time, the 
anticipated production, the possible increase in pasture and hay crops 
on the acres diverted from some of the basic crops, it appears that 
we will probably get adequate production, even at the level which 
has been set. 

Now, the question of feed, of course, is important, but many of the 
feeds that go into the dairy ration are already at 75 percent of parity 
or near there. And there are many items, of course, that are not 
under supports—-many of the items of feed that go inte the dairy 
ration. 

So while there may be individual items that are somewhat above, 
the overall feed situation is pretty much in line with the support level 
which we have set, and, of course, we anticipate that, from a longtime 
standpoint, there will be a closer relationship between prices of feed 
grains, the basic commodities, and dairy supports. 

We feel that in the long run the thing we have done will be in the 
interest of the dairy farmers. 

Mr. Kinpurn. The reason I asked that is that apparently, according 
to this, wheat has about six times as much invested in it as dairy 
products and yet you didn’t put wheat under lower price supports. 

Secretary Brunson. Well, of course, the law doesn’t permit it on 
wheat. 

Mr. Kitsurn. You need legislation for that? 

Secretary Benson. Yes, sir; we need legislation to have any flexi- 
bility in the support level on the basic commodities. The 1948-49 
act, passed by the 80th and SIst Congresses, does provide for that, 
and the President has recommended that there be some flexibility in 
those commodities, of course. 

Mr. Kiisurn. Is it fair to ask vou if you would support flexible 
price supports for wheat, corn, and cotton? 

Secretary Benson. Yes, sir; I have recommended them, and I 
would like to make this further comment also on the dairy situation: 
While we set the support level at 75 percent of parity, if conditions 
should change during the marketing year the Secretary has the 
authority, under the grant of power by the Congress, to raise those 
supports. Now, he doesn’t have the authority to lower a support 
during the marketing year, once it has been set, and during the 
marketing year soon to end, for which the supports were set at 90 
percent, there was no change that we could make downward during 
the marketing year. But should there be a change in the picture 
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during the ensuing marketing vear that would justify raising the 
level, the Secretary has that authority. ; 

Mr. Kitsurn. Mr. Chairman, just one question in relation to the 
questions asked by Mr. Spence. 

If I understood both correctly, when you borrow from the banks 
you simply follow the policy that the Commodity Credit has followed 
since 1941; is that correct? 

Secretary Benson. Yes, sir; that is correct, and we feel that is a 
sound policy. We would like to encourage it, as a matter of fact. 

Mr. Hays. Would you yield to me for a question along that line? 

Mr. I yield. 

Mr. Hays. You said, Mr. Secretary, that a large proportion of the 
feed in the dairy ration is not under supports. What would you say 
is the biggest item in dairy feed? What grain? I don’t want to 
boobytrap vou. I can tell you I am in the dairy business. 1 don’t 
want you to be under any illusions. 

Secretary Benson. Well, I have been in the dairy business for 
about a quarter of a century. 

Mr. Hays. Well, you have a few years on me. 

Secretary Benson. Of course, my sympathies are very much with 
the dairy farmer. 

I presume the biggest item would be your protein concentrates, 
possibly. 

Mr. Hays. That might be in cost, but not in bulk, would it? 

Secretary Benson. Probably not in bulk but in cost. I thought 
you meant in cost. 

Mr. Hays. Your biggest item in bulk would be coru, would :: not, 
in the average dairy ration? If not the biggest, it would be right 
up there? 

Secretary Brnson. It would depend somewhat on the type of 
roughages you were feeding at the same time. 

Mr. Hays. Well, in a modern ration where they try to feed a lot 
of silage and good hay, corn is pretty high. 

Secretary Benson. Yes, sir; corn is a big item. Of course, the level 
of corn price support is at 90 percent of parity —that is, the law pro- 
vides for that, but actually prices received by farmers in the free 
market are only 79 percent of parity, and prices received for wheat, 
of course, are only 82 percent of parity. 

Mr. Hays. Of course, that very fact leads a lot of farmers to plant 
more corn, up until they had a quota on it and sell it to the Govern- 
ment, because they can get more there than anywhere else. 

Secretary Benson. That is right. 

Mr. Hays. They have been constantly depleting the soil and put- 
ting out crops that deplete the soil instead of building it up, so that 
the Government does create an ever bigger surplus and pay for it. I 
think Mr. Kilburn’s argument about the very small proportion, 
around 6 percent of your money, that is in dairy products, as against 
a much larger percent in corn and wheat, is a telling argument, and 
as one Member of Congress I am not going to support any farm pro- 
gram which throws this percentage further out of balance because it 
is in bad shape now. 

Secretary Benson. That is right. 


20 INCREASE BORROWING POWER OF CCC 


Mr. Hays. And I want somebody, when you testify before the 
Agricultural Committee, to give me the justification for peanuts and 
rice being among the six basic commodities. 

Secretary Benson. We think there should be a greater balance in 
the whole farm economy, and certainly there must be a very close 
relationship between liv estock and feed’ grains. 

Mr. Hays. I am glad to hear you say that. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Mr. Secretary, as I understand this bill, the purpose 
is to increase the borrowing power of the Commodity Credit Corpora- 
tion from $6,750 million to $8,500 million. It doesn’t have any other 
purpose? 

Secretary Benson. That is my understanding of it. 

Mr. Brown. Price supports are not involved in this bill at all; is 
that right? 

Secretary Benson. There is nothing in the bill that mentions flex- 
ible or rigid price supports. 

Mr. Brown. Since October 1933, the Commodity Credit Corpora- 
tion has lost a good deal of money on various farm commodities. On 
some commodities it made money. 

I would like to have a breakdown, from October 1933, to December 
of last year, showing how much was lost in each farm commodity, or 
how much profit was made. I know that you made a good deal of 
money on cotton. I want to know what has been gained and lost on 
the basic commodities and the nonbasic commodities, each item. 

Secretary Benson. Congressman, may I just comment, then ask 
Mr. Beach to enlarge upon the statement which I will make. 

Mr. Brown. Surely. 

Secretary Benson. Something like a year ago we asked our office 
of budget and finance to make a study of this whole question of the 
cost of the farm program. There were a lot of figures in circulation, 
some in conflict with others, and we asked them to make an objective 
study so that the facts could be assembled and released, and that 
study has been made, and I think it was incorporated as part of the 
record before the Senate Agriculture Committee. 

Since that time I believe this committee, if I am not mistaken, Mr. 
Chairman, when I was here before, asked if we could break it down by 
commodities, and that has now been done as accurately as we can do 
it, and Mr. Beach is prepared to comment on it and possibly put in the 
record anything you may wish on that. 

Mr. Brown. I want it incorporated in the record. It is all right 
for you to make comments, if you desire. 

Mr. Breacu. I might make this one comment, Mr. Brown: The 
figures that I will have put in the record represent the realized gain 
or loss on the Commodity Credit Corporation program operations. 
They do not include the net excess of interest and other expense over 
income. It is what we call program operating results. That is a part 
of the overall analysis that the Secretary just mentioned. 

Mr. Brown. I would like it inserted in the record. I notice that 
the Commodity Credit Corporation has made a profit of over $268 
million in the last 20 years; is that correct? 

Mr. Bracu. From October 1933 to December 31, 1953, the Com- 
modity Credit Corporation showed a program gain of $268, 267,506 
on cotton. 
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Mr. Brown. Well, that is a profit they made over the years? 

Mr. Beacu. That was largely made on 1934-37 crop cotton; yes, sir. 

Mr. Brown. I want to know what they gained since 1933 up to 
the present time. 

Mr. Bracu. That is correct. That is the figure. 

Mr. Brown. Well, 1 would like to have a breadkown by com- 
modities, basic and nonbasic, and have it in the record. : 

Mr. Bracu. The total for basic commodities was a loss—this is 
over the period from October 17, 1933, the beginning of the Corpora- 
tion, through December 31, 1953—on basic commodities there was 
a loss of $63,567,684. On designated nonbasic commodities there 
was a loss of $738,844,005. On other nonbasic commodities there 
was a loss of $423,826,894, making a grand total loss on price-support 
program operations, exclusive of interest and overhead expense, of 
$1,226,238,583. 

Mr. Brown. That is the total loss over the 20-year period, a little 
over a billion dollars? 

Mr. Beacu. That is correet, on CCC operations only; yes, sir. 

Mr. Brown. Well, I hope the newspapers correct their past state- 
ments because I have been reading a lot about a 7 and 8 billion dollar 
loss. 

The Cuarrman. Mr. Beacu, have we differentiated sufficiently 
between the Commodity Credit Corporation loan program and the 
actual cost of all Commodity Credit Corporation activities, as men- 
tioned in the Secretary’s statement here, the write-off of some $600 
million on February 12 was occasioned by the losses under the | iter- 
national Wheat Agreement, and what was the other program? 

Mr. Beacu. Foot-and-mouth disease eradication, International 
Wheat Agreement, and impairment to the capital of the Corporation 
which existed as of June 30, 1953. 

The CuarrmMan. Those are separate and apart from your loan 
agreement programs? 

Mr. Bracu. No, sir; the portion of the note cancellation repre- 
sented by capital impairment was a reflection of realized and antici- 
pated losses on the price-support programs, as well as the remainder 
of the overall Commodity Credit Corporation program. 

I should like to mention, in connection with the statement that I 
gave Mr. Brown, that I wanted to emphasize that the figures stated 
relate only to the Commodity Credit Corporation, whereas the 
analysis that the Secretary was mentioning a moment ago covers 
the entire operations of the Department, and all other programs 
related to price stabilization, some of which, of course, are in addition 
to those of the Commodity Credit Corporation. 

Mr. Brown. I understand you have lost something over a billion 
dollars on the price-support program? 

Mr. Beacu. The figures I read to you are on the price-support 
program of the Commodity Credit Corporation. 

Mr. Brown. That is all I am asking about, the price-support pro- 
gram of the Commodity Credit Corporation. 

Secretary Benson. Mr. Chairman, may I ask Mr. Wheeler, of our 
Budget and Finance Office, to make a supplementary addition to 
what Mr. Beach has just said? 

Mr. Wueeter. Let me just say this, the figures Mr. Beach has 
given, as he indicated, relate to the costs of the price-support program 
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reflected in the records of the Commodity Credit Corporation. The 
analysis of realized costs of all programs of the Department of Agri- 
culture, to which the Secretary referred-—— 

Mr. Rarns. Mr. Chairman, Mr. Brown didn’t ask for that. 

Mr. Brown. Not at all. 

Mr. Oxxman. Mr. Chairman, can’t we hear it? 

Mr. Rains. Go ahead and put it in, but let us keep it separate. 

Mr. Wueeter. This is a separate statement. 

It includes and identifies separately the CCC figures, to which Mr. 
Beach referred, and also includes the costs of other related programs 
of the Department. 1 think that is the distinction that we need to 
keep in mind. 

Mr. Muvrer. To get a clear picture we should also have the cost of 
operation, as one item, and the interest, which is also a part of the total 
cost. You cannot say “IT have lost a billion dollars on an item” and 
then not include the interest which is also part of your cost, and your 
cost of operation. That increases the loss. To have a clear picture you 
ought to have both those figures in the record. 

Mr. Wueexer. The interest costs are in the figures in the table; 
ves, sir. 

Mr. Murer. In the $1 billion loss? 

Mr. No. 

Mr. Mutter. You excluded cost of operation and the interest in 
giving us that cost of $1 billion for the operation of the price-support 
program? 

Mr. Bracu. The reason we have to exclude interest in a statement 
of that kind, Mr. Multer, is the fact that you cannot break interest 
and operating expense down by individual commodities. 

From October 17, 1933, through December 31, 1953, the net excess of overhead 
and interest expense over interest income was $322,394,800 for all CCC programs. 

Mr. Mutter. Why not, sir? 

Mr. Breacu. Because there is no way to allocate operating expense 
for an individual commodity. 

Mr. Mevrer. I will go along on that, but why can’t you break down 
the interest? 

Mr. Beacnu. Of course, we can break down interest income on loans, 
but the interest paid is a different item. We have no way of separating 
out the interest on borrowings from the Treasury which relate to a 
particular commodity from interest on borrowings for other com- 
modities or other programs. We could by arbitrary proration arrive 
at the cost, but it would be arbitrary. 

Mr. Mutter. Your whole program is operated on borrowed money. 

Mr. Hays. If we have the total cost I think that is all right. 

Mr. Brown. Flexible-support prices are not involved in this bill. 
T will take that up with you later on, Mr. Secretary. You and I do 
not agree on the flexible-support idea. 

Secretary Benson. Very well, Mr. Brown. 

The Cuamman. Mr. Me ‘Donough. 

Mr. McDonoveu. Mr. Secretary, can you give us a figure as to 
how much the surpluses we have on hand would supply the need for 
those commodities for how many years? 

Secretary Benson. Well, I don’t know that I can give it offhand 
entirely accurately, but we estimate—and I would like Mr. Morse to 
check me—we estimate that on July 1, this year, at the beginning of 
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the new year on wheat, for example, we will have enough to supply 
our needs for a full year, and on August 1, the new marketing vear on 
cotton, enough to supply our needs for cotton for a year. 

In the case of vegetable oils, 1 think we have enough to supply our 
needs for something short of a year, 

I can’t answer the question as to dairy products, offhand. 

Mr. McDonoveu. On butter, for instance? 

Mr. Morse. It would run distinctly short of a year. It would be 
a matter of months on butter, a quarter to a third of a year. 

Mr. McDonovau. If it were put into the channels of trade? 

Mr. Morsr. Yes, sir. 

Secretary Benson. And if you could stop production for that period, 
which vou cannot do, of course. 

Mr. Hays. You cannot do it with any product. 

Secretary Benson. That is right. 

Mr. McDonovau. In vour program for reducing surpluses, for how 
long a period do you think it is safe to accumulate an inventory of 
surpluses for the requirements of the Nation? 

Secretary Benson. Mr. Morse will answer that. 

Mr. Morse. That, of course, gets us into this matter of export 
trade, and also into weather. We are deeply concerned with the 
weather picture as we have it out through the Great Plains country 
at this time. Those are unpredictables. The storable commodities, 
we can carry, but when you get into items like dairy products the 
situation is different. I might add that this dairy production, in spite 
of drought and the other situations we have had, has been going right 
on up. It is part of the complication of the dairy situation. 

1 don’t know whether that answers your question or not, sir. 

Mr. McDonovau. Yes, sir; | think it does. 

In other words, in planning for the future, to reduce the surpluses, 
and in order to consequently reduce the obligations of Commodity 
Credit Corporation funds, vou cannot say at this time what reduction 
we should aim at insofar as accumulating surpluses is concerned? 

Mr. Morse. Yes, sir; except that we know we have much more in 
the four major categories than we should be carrying. Normally, the 
trade would be providing for carryover from one season to another. 
In addition to limited quantities that might be in the price-support 
operation, that is. But this present accumulation, by any measure- 
ment that we have seen laid against it, is becoming very excessive, 
and it creates, of course a price problem for farmers. They are tak- 
ing the penalty by virtue of the fact that it isn’t moving into the 
channels of consumption, and it stands here overshadowing the mar- 
kets as indicated by the current market prices. 

Mr. McDonovucu. Do you have any plans for including other 
staple commodities in the price-support program which are not now 
included in such program? And, if so, can you name those com- 
modities at this time? 

Mr. Morse. I believe not at this time. | don’t have any in mind. 

Of course, when you get into the perishables, there are situations 
that change from vear to year, and again it is a matter of fluctuations 
in production. There may be a temporary overproduction for a time. 

In some commodities, farmers are asking us to stay out of the market 
when surplus situations occur. The broiler industry, for instance. 
They say, “Now, when we get overproduction stay out. Don’t 
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come in.’’ And the turkey people are saying the same to us. Other- 
wise farmers, the producers, will not adjust their production, and a 
buildup or continuation of the problem would occur rather than solving 
it quickly and getting back onto a current situation. 

Mr. McDonovucu. What about the problem of equality between 
the food grains and the cattle industry. How are we going to adjust 
that problem to bring that down to the point of equity? 

Mr. Morsr. That gets into the recommendations which the Presi- 
dent has made, and, of course, you have two adjustments that are 
suggested. 

First of all, that these four basic crops which are still figured at old 
parity—and the only ones, with minor exceptions, still figured at old 
parity—be figured at modernized parity. 

And, secondly, that there be flexibility to help bring about adjust- 
ments. 

One of the questions that was raised earlier with the Secretary 
I think is illustrated very dramatically at the present time in the 
corn-hog relationship. Hogs bring about 120 percent of parity, and 
corn under 90 percent support, and an excessive supply. About half 
of the corn is normally me as pork. We would not have anything 
like this accumulation of corn if enough hogs were being produced so 
that they would sell at a hundred percent of parity. 

We need, to solve part of this accumulation in that way, feed it to 
get more pork. 

Mr. McDonovau. In other words, you think that the agricultural 
economy needs to be balanced better than it is now by some adjust- 
ments in those commodities that are on a parity and those that are 
not included in the program? There has to be some balance. We 
are out of balance now, in other words? 

Mr. Morse. Yes, sir; I think there is a popular misconception, 
among the public, that everything a farmer produces is supported 
in price. About 60 percent of his production does not have, and has 
not had, recently, the benefit of price supports. Supports apply to 
about 40 percent of the farmers income. The 6 basic commodities, 
including wheat, corn, cotton, peanuts, rice, tobacco, account for only 
23 percent—less than a fourth of the farmers income—and it is within 
that area that we have most of this problem of costs and price supports. 

Mr. McDonovau. I don’t know whether you have been informed, 
but the farmers in my State, the California Farm Bureau, have indi- 
cated that they believe a flexible price-support policy is desirable. 

Mr. Morss. Yes, sir. Our problem here, of course, is to carry 
out what is written into the law, and as Mr. Beach expressed it at one 
of the hearings, I believe, in the Senate, recently we were faced with 
of the hearings, we were faced with violation of 1 of 2 laws. One is 
this ceiling, and the other is the definite commitment under the law 
to support these commodities. We are helpless, in between those two 
limitations. 

Mr. McDonoveau. That is all, Mr. Chairman. 

Mr. Parman. Mr. Chairman. 

The CaarrmMan. Mr. Patman. 

Mr. Parman. Mr. Secretary, you stated that the banks have been 
taking these certificates of interest how long? 

Secretary Benson. I think, Mr. Patman, since 1941. 

Mr. Parman. Aren’t you mistaken about that? 
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Secretary Benson. Well, I can always be mistaken, but that is the 
information I have. I would like to ask Mr. Beach. 

Mr. Parman. I understood that to some limited extent individual 
notes were taken. 

Mr. Beacu. No, sir; Mr. Patman, in the case of cotton we have 
sold certificates of interest every year, with respect to every crop-vear, 
that is, beginning with 1941, with the exception of the 1953 crop. 

Mr. Parman. And you have in other cases, too? 

Mr. Beacu. No, sir; not as to other grains, only on cotton. Now, 
this year, for the first time the certificate plan was extended to grains. 

Mr. Parman. And on other products? 

Mr. Breacu. Weil, primarily all grains; yes, sir. It also included 
tobacco. 

Mr. Parman. In other words, it has only applied to cotton in the 
past? 

Mr. Beacnu. That is correct. 

Mr. Parman. To what extent, in what amounts, per vear? Would 
it run a hundred million dollars a vear? 

Mr. Bracu. | will give you the figures vear by year, if you want 
them. 

Mr. Parman. I don’t want to take that much time. 

Mr. Beacu. Well, using the figures for the outstanding certificates 
at the end of each fiscal vear, it goes up as high as $437 million —that 
is for 1953. Previously, it was as high as $299 million in June of 1944. 

Mr. Parman. That only applied to cotton? 

Mr. Beacu. That is correct. 

Mr. Parman. Where are these certificates of interest now, the ones 
that were sold last vear? I believe you stated that the country banks 
were not in a position to buy them, but that the city banks were. 
Where were these certificates of interest and individual notes sold, 
principally? 

Mr. Beacu. They were sold to city banks, and they were sold 
through the Federal Reserve Bank of Chicago. I do not have a 
listing of the banks that bought them, but they were generally large 
city banks that subscribed for those certificates on grains and com- 
modities other than cotton. 

Mr. Parman. Now, then, Mr. Secretary, don’t you realize that 
when you encourage banks to buy these certificates of interest, and 
individual notes, direct, that you are in effect taking away potential 
credit and available credit from local people, including local farmers? 

In other words, you are sending paper from Washington down there 
which is causing that bank to be loaned up, and, then, when the local 
farmer goes in the banker says, “I am loaned up,” and a lot of that 
has been caused by your certificates of interest. 

Don’t you see a problem there, where you are actually making it 
harder on the local farmer? 

Secretary Benson. I think it has created no problem, Congressman 
Patman. In the main, of course, these are bought by the city banks, 
and we have had no complaints that there has not been credit available, 

Mr. Parman. Well, I am complaining, and I am complaining 
because of letters I have received from all over the country, and 

articularly from my districts, where farmers even give names of 
bende and bankers, and they state that they are loaned up. 
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I see on their statements that they own a lot of this Commodity 
Credit Corporation paper. So that means that you are going down 
there into my district and other districts, and encouraging these 
banks to lend their funds, invest their funds, in Washington paper, 
and making it hard on my people to get loans. 

Secretary Benson. | think that is not true. In the first place, we 
have an emergency credit program, as you know. 

Mr. Parman. The Farmers’ Home Administration? 

Secretary Benson. Yes, sir. 

Mr. Parman. Well, all farmers cannot qualify for that. 

Secretary Benson. And also we have emergency loans for livestock. 

Mr. Parman. I know that, but there are certain farmers that can’t 
qualify for that. 

Secretary Benson. Well, I think those that cannot qualify for 
regular bank loans, of course, would qualify for Farmers’ Home 
Administration loans. But if they can show that they cannot get 
credit from a local bank they can qualify. 

Mr. Parman. I can give you instances. .A man has a big family 
and works at a defense plant. He doesn’t make enough to support 
his family as he would like to support it, and he also has a farm, and 
he wants to get a farm loan. And because he has a job at a defense 
plant he cannot get a farm loan through the Farmers’ Home Admin- 
istration. 

Mr. Morsz. Congressman, the local banks do not have to hold the 
Commodity Credit Corporation paper. They can turn it in, 

Mr. Parman. I understand that, but what | am talking about is 
this: The bankers, you know, are like everybody else. They are 
going to make it just as light and easy on themselves as they can, and 
any time they can load down with Government-guaranteed paper 
they are not going to be too patient with people who want to present 
their problems to them, which require, sometimes, minutes and hours 
to get into. They are just not as patient as they would be if they were 
looking for loans, and as long as you feed them with this good guar- 
anteed paper, just as good as United States Government bonds, | 
think that you are making it more difficult for the local farmer in 
particular, and every person who wants to borrow money from the 
local banks. 

Mr. Morse. I wonder if these loans were not available to them, if 
they wouldn’t merely turn to Government loans for that portion of 
their loan portfolio. 

It has been my privilege to work a great deal with bankers through- 
out many States, and to take part in their clinics and in their pro- 
grams. They are reluctant to go beyond a certain point, as you no 
doubt know, with loans to farmers. They want to balance up their 
investments. 

There is another factor here, in the operations of the Commodity 
Credit Corporation program that, as farmers make loans and redeem, 
it is very serviceable and very worthwhile and important to have the 
local banks, the local lending agencies, in this operation. 

Mr. Parman. I hear what you say, but I am not convinced because 
I know, and I have cases to show it, that because these banks have 
been loaned up by outside paper, including your own, it makes it 
hard on local people, and you can put that down as a fact, because 
I know it to be a fact. As long as you encourage this paper going 
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out to local banks you are making it hard on the very people you 
represent, and that is the farmer. It makes it harder for him to get 
a loan, and he has to pay a higher rate of interest. I refer to the 
sales of certificates of interest to banks that were heretofore financed 
by funds from the Treasury. I do not refer to loans made by local 
banks to local farmers. : 

I suggest that to you for your consideration, and I hope you keep 
it in mind. 

When this question of cancellation of CCC notes was up before the 
Congress recently the distinguished majority leader, Mr. Halleck, one 
of the finest Members I have ever had the privilege and pleasure of 
serving with, and I have served with him a long time on the Small 
Business Committee, and I know he is a very able and sincere and 
conscientious person and very well informed, and he is always on the 
alert to point out important facts and pertinent facts, and I commend 
him for it as majority leader, and I just want to read a couple of sen- 
tences from a speech that he made on January 27, 1954. 

Now, because of failure to increase the debt limit, and to realistically meet our 
situation, the Treasury has had to do in many instances what they indicated they 
would have to do, and it was not good business, in order to avoid going over the 
debt limit and creating chaos in this country. One of the things they did was 
going back to an earlier procedure in the Commodity Credit Corporation and say 
to the Commodity Credit Corporation, ‘Instead of borrowing all of your money 
from the United States Treasury, where you can borrow it more cheaply, and it 
being better handled, you go out and borrow money from private sources.’’ 

Now, then, the majority leader says, and I think he is right, that 
you should get this money from the Treasury, as it has always been— 
that is, generally. Of course, with that exception as to cotton. And 
I think he is right. It can better be handled, it will cost the farmers 
less—all this is charged up to the farmers—-it will cost the farmer less 
and it is better for everybody concerned, and I respectfully differ with 
vou in your statement that vou think vou would like to continue that, 
for two reasons. 

One is it costs very much more, almost double the cost, because the 
Treasury can borrow on short term money now for less than | percent. 
The last borrowing on 90-day bills was at 0.89 percent, 10 percent less 
than 1 percent. The Treasury can borrow right now for that, and there 
is no reason to pay 2% percent. That is the first reason. 

Secondly, it is fundamentally wrong, and it is against the interest 
of the farmers for you to sell those certificates of interest and dis- 
counted bills to the local banks and cause them to be loaned up, and 
make it hard for local people to get money, and if they are able to get 
it they have to pay a higher rate of interest. 

So I am submitting that to you, Mr. Secretary, for your considera- 
tion because I know you want to consider that in connection with your 
duties in looking after the interests of the farmer. 

Mr. Oaxman. Will the gentleman yield? 

I don’t quite get the point why it is morally correct to issue the 
certificates of interest on the cotton and not on the other basic crops. 

Mr. Parman. It shouldn’t have been on either. I didn’t know it 
was on cotton, and you didn’t, either, I imagine. Did you? 

Mr. Oaxman. No, I didn’t know. 

Mr. Parman. I don’t think anybody knew. You see there are 
things going on in this Government that nobody knows. I learned 
this morning something that has been happening in the Federal 
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Reserve for 40 years, and I didn’t know it until this morning. We 
are learning every day. 

Mr. Breacu. Mr. Patman, may I correct one thing? I think there 
has been a misunderstanding of what I said. We did not use the 
certificate plan on grains prior to this year, but we have always 
borrowed from banks to finance grain programs through our lending 
agency agreements. Last vear, for example, 95 percent of all CCC 
grain loans were disbursed by local banks. The only difference is 
that this year, in lieu of holding the paper that was sold to the Cor- 
poration, we are selling an interest in the pool of those notes to banks, 
in addition to actual loans made by the banks under our agency 
agreements. 

The charter act of the Corporation requires that we use private 
trade facilities to the maximum possible extent, and we have so done 
over the years. 

b (Mr. Parman. Thank you very much. I am not objecting to the 

use of your lending agency agreements since they involve local banks 

ee farmers and is not a case of selling outside paper to the local 
ank. 

Mr. Chairman, I ask unanimous consent to place in the record, 
rather than to ask the Secretary questions about it, a statement—and 
I will tell him what it is so if he wants to answer it he can do it: 

1. Why would you want to use the local banks as fiscal agents 
instead of the Federal Reserve banks, when the Federal Reserve 
Act states that the Government shall use the Federal Reserve banks 
as fiscal agents. In other words, the recognized policy, according to 
statutory law, is that the Federal Reserve banks will be used as 
fiscal agents, so why should you fail to use them and go to the local 
banks? 

Secretary Benson. Well, I think it is a convenience to the farmer. 
It facilitates borrowing, for him to deal through his local bank, with 
which he is acquainted. 

Mr. Parman. It is all right for supervising the loan and to pay the 
local bank adequately for it. I would be for that. But to keep it 
there and make it harder for the farmer to get a local loan himself, 
I would be opposed to that, except where the loan involves local 
farmers and local banks and is used for the convenience of the local 
farmers. 

Secretary Benson. The CCC doesn’t go to the bank. The farmer 

es to the bank, his regular banker, and arranges for the loan. 
ile does that and we have encouraged it because in addition to the 
practical advantages, we feel that under the law we are required to 
encourage it. 

Mr. Parman. That is supervising the loan. That is perfectly all 
right. It is not outside paper being sold to the local bank. 

Secretary Benson. Also to get the loan. 

Mr. Parman. I beg your pardon? 

Secretary Benson. Also to get the loan. 

Mr. Parman. Yes, sir. 

Now, vou put out bids for certificates of interest, in October at 2% 
percent; December at 24 percent; January, 2% percent; aggregating 
$1,160,000,000, and there was oversubscription up to $4,760,000,000. 
Are those figures approximately correct? 

Mr. Beacu. They are approximately correct. 
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Mr. Parman. Which indicates that it is something nice for the 
banks to get, or they wouldn't have oversubscribed so much, and 
particularly the city banks, which are doing the subscribing, as the 
gentleman pointed out. 

Now, this has resulted in the Treasury having to raise its rate, and 
the figures [ am putting in the record will show something that the 
gentleman from Kentucky indicated a while ago, that not only did 
you pay more money than you should have paid on these certificates 

y over $9 million a year, because you went through the banks in- 
stead of the Treasury, but it caused the Government to have to pay 
more and more on 90-day bills, which cost the Government $97,500,000 
for the first year of interest. 

I am putting this statement in the record. 

(The statement referred to by Mr. Patman is as follows:) 


CERTIFICATES OF INTEREST IN CCC Loans 


Secretary of Agriculture Benson announced on September 23, 1953, to the 
American Bankers Association, the outlines of a plan to allow banks to participate 
in a pooling of loans made by the Commodity Credit Corporation in the course of 
supporting prices of certain basic crops. 

The purpose, he said, was “‘to achieve a greater investment of funds by private 
banks with a view to reducing the Commodity Credit Corporation’s use of 
Treasury funds to a minimum” (American Banker, September 23, 1953). 

Some details were announced by Benson on October 14, 1953, when bankers 
were invited to buy ‘certificates of interest’’ in the first of three pools. On the 
basis of transactions in more than $1 billion worth of CCC loans, here’s how the 
system works: 

As in the past, the CCC makes price support loans to farmers, either directly 
or by using local banks as fiscal agents. As the amount of outstanding loans 
increases, CCC goes to the United States Treasury Department and borrows 
enough money to meet its obligations to farmers. The Treasury lends the money 
out of funds on hand or goes into the market to raise it by its own borrowing. 
Congress has placed a limit on CCC’s authority to borrow from the Treasury whieh 
currently stands at $6.75 billion but would raise to $8.5 billion in President 
Kisenhower’s recommendations of January 11, 1954. This process has been going 
on for many years, 

However, the Treasury was turned down last summer by Congress on its request 
for an increase in its own authority to borrow money, or increase the congressional 
ceiling on the public debt. As the Treasury got closer and closer to the ceiling, 
methods were devised for avoiding a rupture of the ceiling, including the new 
plan for ‘‘certificates of interest’’ in price support loans. 

The CCC placed outstanding price support loans in a ‘‘pool’’ and sold certificates 
of interest in the pool to bankers, using the cash thus collected from bankers for 
making subsequent price support loans to farmers and thus avoiding a trip to the 
Treasury to borrow. Partly because of this release, the Treasury has avoided 
piercing the ceiling to date, for the ‘certificates of interest’? are not considered 
part of the public debt. 

Norr.—This arrangement between the CCC and private banks is not to be 
confused with a program which has been operated for several vears whereby the 
local banks whieh handle price support loans as fiscal agents for the CCC elect 
to holde the loan (and service it) in return fora payment of interest from the CCC. 
The new system is in addition to that one. 

Secretary Benson has set up three pools for banker participation by purchase 

of ‘‘certificates of interest,’’ as follows: 


Interest | Oversubscrip- 


Date Target amount rats 
| 
Percent | 
350, 000, 000 | 248) 1, 511, 529, 000 
| 1, 160, 000, 000 | | 4, 056, 137, 000 


43895—54—_8 
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This is actually Government (CCC) borrowing from banks on short-term or 
“call” conditions. The very first announcement, on October 14, stated: ‘“Cer- 
tificates will mature on August 2, 1954, but will be purchased by the CCC prior 
to maturity upon demand.” 

However, the rate of interest paid by the CCC is considerably higher than the 
going rate on Treasury short-term borrowings and commercial ‘call money.’’ 
The CCC is paying 244 and 244 percent, while the Treasury could have borrowed 
91-day (short-term) money for 1% percent or less. (Commercial call money was 
about 2 percent at the time.) 

The difference between the two rates represents added cost to the taxpayers. 
Assuming a Treasury rate of 144 percent, here is the approximate additional cost 
of each pool transaction: 


Date Target amount St’ | Additional cost 

Percent 
Oct. 14, 1953 $360, 000, 000 2% $3, 600, 000 
Dec. 7, 1953 450, 000, 000 24 3, 400. 000 
Jan. 15, 1954 350. 000, 000 2bs 2, 187, 500 


That this operation has cost the Government considerably more money is 
confirmed by the fact that the issues were very heavily oversubscribed, in spite 
of the interest rate having been reduced on each successive issue by the CCC. 

It should also be noted that these interest rates are higher than the 2-percent 
rate which the Treasury charged the CCC for the last money it borrowed from 
the Treasury ($5 million on October 1, 1953, for a 9-month note). These added 
costs will be charged in some way to the farm price-support program. 

In addition, the operation caused an indirect increase of nearly $100 million 
in the cost of Treasury financing. Because bankers were so attracted to the 
“certificates of interest’? at the high rates, they stayed away from the regular 
Treasury issues of short-term bills, forcing the Treasury to raise the rates on 
those issues. 

In the 2-week period ending October 14 (the date of the first CCC offer of 
$360 million certificates) weekly reporting Federal Reserve member banks reduced 
their holdings of Treasury bills by $304 million. The December 1953 Monthly 
Review of the Federal Reserve Bank of New York states: ‘The possibility that 
the CCC would soon offer another large amount of certificates of interest tended 
to depress the bill market. Average yields on the third and fourth issues of 
Treasury bills during the month, the issues dated November 19 and 27, were 
1.433 percent, respectively.” 

Average annual interest rates on new issues of Treasury 91-day bills which had 
reached a low of 1.220 percent on October 29, climbed to 1.687 percent on the 
bills dated December 17. This represents an increase of almost one-half of 1 
percent per annum in interest. The Treasury borrows $1.5 billion every week 
through bill sales. An increase of one-half of 1 percent paid in refinancing the 
total of Treasury bills outstanding for 1 year would cost $97.5 million. 

Thus the total cost to the Government, and hence to the taxpayers, is— 


Cost of higher interest paid on CCC pools. _--_-.--------------- $9, 197, 500 
Annual cost of higher interest forced on Treasury____------------ 97, 500, 000 


In addition, it should be noted that the Administration raised interest rates on 
CCC price support loans to farmers last March from 3% to 4 percent, and gave to 
the banks who act as CCC fiscal agents all the benefit of the raise. 

A serious matter of public policy is involved. There is great doubt that Con- 
gress or farm groups ever intended the CCC to engage in its own financing, such 
as it is doing by the “‘certificates of interest,’”’ and there are equally great doubts 
that it is advisable, aside from its extra cost to taxpayers. 


Mr. ParMan. So it hurts several ways. First, you are paying more 
interest, which is charged up to the farmer. No. 2, it is absorbing the 
local credit which the farmer would have access to at a reasonable rate, 
and causes the banks to be loaned up. No. 3, it causes the taxpayers 
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to have to pay in this case nearly a hundred million dollars more an- 
nually, whereas vou only paid $9 million more on the certificates of 
interest and on the discount bills. 

So I want you to consider that, Mr. Secretary, if you will, in connec- 
tion with this whole program. 

Secretary Benson. Would I understand from what you say that. 
because the power of the Federal Government permits it to borrow 
money more cheaply, that it should go into the borrowing and loaning 
business and replace private industry? 

Mr. Patman. This is a little different. The price-support program 
is almost a social program, because you are dealing with people who 
are not—no, it is not socialism—but, you see, you established the 
Board of Welfare, which is all right. You established that. We all 
believe in certain social ends, and in this case this Corporation was 
set up that way, and it was intended to go that way. I think all the 
discussions in the committees and on the floors of the two Houses will 
indicate that it was intended to go that way, that they borrow the 
money from the Treasury and extend loans to the farmers just like 
the majority leader, Mr. Halleck, said. 

Secretary Benson. Of course I think the Congress has wisely 
provided and required that the Corporation use private sources of 
credit wherever possible. [I think there is safety in that. 

It is a social problem, and sometimes it even approaches | some form 
that we sometimes refer to as socialism. I think it is going too far 
in that direction, and I think the Congress provided that safeguard 
for a purpose, and we tried only to follow out the intent and direction 
which the Congress gave us. 

Mr. Parman. I refer to it as a social program, not as a social prob- 
lem. But it is bad for another reason. You see, the banks have 
several billion dollars belonging to the United States Government, 
on deposit, idle and unused. Most of that money they had there 
because they purchased Government bonds. 

The CuarrMan. Just a minute, let us get the record straight. 
On just 1 day they had $9 biilion. 

Mr. Parman. I will correct that and say $5 billion or more. Will 
that suit you? 

The CuatrMan. That will be a little better. 

Mr. Parman. All right. Which cost the taxpayers from $100 
million to $150 million a vear in interest. 

The Cuoatrman. Will vou vield again? 

Mr. Parman. Surely. 

The Cuarrman. The Government is getting some benefit on that 
and the benefit offsets any charge the Government would have to 
pay to the banks for the savings bond program, and I think we will 
all agree that the bond program is a successful one. 

Mr. Parman. W ell, I want to take issue with vou, Mr. Chairman, 
on the first part of your statement, and I am ready to debate that 
with you at any time, but [ want to say now that you are wrong. 

You see, the Federal Reserve Act made the 12 Federal Reserve 
Banks the fiscal agents of this Government. That means that this 
money should not remain idle and unused in the banks, after they 
create the money on their books to buy the bonds, and they keep the 
bonds and draw interest on that, and keep the deposits, too. That 
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money should go right into the Federal Reserve Banks, and be subject 
to check. It is not subject to check in these 11,000 banks. 

The CuarrmMan. Mr. Patman, it is subject to check by the Federal 
Government, on demand at any time. It is on credit to the banks 
through the Federal Government. 

Mr. Parman. Let us get our definitions straight. To the extent 
that they can call on these banks to call that money in, you are correct. 
But when I say checking, I mean in the literal sense of the word, to 
check it. 

The Cuarrman. What is the difference between a check or a draft? 
The Government can write a draft on any bank for the amount. 

Mr. Parman. They don’t do that. 

The Caarrman. They did it just the other day to keep from going 
over the bank limit. 

Mr. Parman. They just asked the banks to turn in a certain per- 
centage of what they had. That is not unusual. That is tradition. 

The Cuarrman. There is a difference. 

Mr. Parman. No, that is not different. I say this money is in 
these banks idle and unused, and is not subject to be checked by the 
Secretary of the Treasury or the Treasurer of the United States. 
Only when it is called in, when there is something to be done, there is 
another step to be made. After it is called in to the Federal Reserve 
Banks then they can check on it, and not until then. 

So I submit, Mr. Secretary, that if you had insisted on the Secretary 
of the Treasury pulling in some of this money that was idle and unused, 
into the Federal Reserve Banks, and used it, you could have gotten 
the money from him and wouldn’t have been compelled to raise your 
rate and make it hard on local people and then make it harder still on 
the taxpayers by going into competition for short-term certificate and 
bill sales and increasing interest charges. 

Secretary Benson. Of course, it has been the policy, Mr. Patman, 
through the years, of the Department of Agriculture to rely on the 
guidance of the Treasury on these matters. 

Mr. Parman. I know that and I think the guidance has been poor. 
I wouldn’t attack Mr. Humphrey personally. He is trying to do a 
good job, and I know he is a fine outstanding American. I have 
nothing to say against him personally, but I think he is doing a brutal 
job on Government financing. I think that was an awful boner on 
that 3% percent bond issue. And I think he will have to admit him- 
self—in fact, Mr. Martin, the Chairman of the Federal Reserve, said 
they made a miscalculation, and that was an understatement. 

Secretary Benson. The council of the Treasury, of course, in this 
case of the use of local lending agencies, has been the same through the 
years since 1941. So this is not a change in policy. 

“ Mr. Parman. I have only one or two other questions. 

You mentioned the fact that the turkeys-and-broilers people didn’t 
want you to go into the market when the price went low. I guess the 
idea was to teach a lesson to the people in the business not to produce 
so much, is that it? 

Mr. Morse. You always draw into operations inefficient people, 
and it is a question of whether you are going to subsidize them to 
stay in the business or whether you are going to let the adjustments 
take place that would take place otherwise. 
Mr. Parman. That will really get them out. 


| 
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Mr. Morsr. Do you think they ought to be kept in? 

Mr. Parman. Yes, sir; I think they ought to be kept m. You see 
we have such a pursuit or a way to make a living as a mode of life in 
this country. Most of the farmers are engaged not in a business or 
occupation, they are engaged in a mode of life. 

Mr. Morse. Do you think that the doctors, dentists, and other 
nonfarm people that went into the beef-cattle business and the 
broiler business and the turkey business, the inefficient high-cost 
operators, ought to be kept im? 

Mr. Parman. I wouldn’t subsidize them to keep them in, but 1 
wouldn’t be vindictive and squeeze them out. I know that the big 
cattlemen in this country, a lot of them, look with great favor on the 
doctors, dentists, and barbers, and the rest of them, being squeezed 
out of the cattle business. You see many of them borrowed their 
way into the business. The big ranchers grew their way into the 
business, and many of them are seeing the little fellows squeezed out 
with a great deal of pleasure and satisfaction, because they don’t 
consider, just as you said, that they should ever have been in there 
in the first place. 

I don’t think that policy is a good one, and I am going to protest 
against it, and I am afraid, Mr. Morse, that it is the expression which 
you made which has led people to believe that you want to squeeze 
out about 2 million farmers in this country. 

Mr. Morse. Now, wait a minute, let us get our record straight here. 
I am not talking about the little farmer. I am talking about the big 
operator and speculators. 

Mr. Parman. Well, do you mean to squeeze out the big ones? 

Mr. Morse. Where do you get vour inefficiencies? 

Mr. Parman. Well, of course, the inefficiencies, I guess, would be 
among the small farmers, because they are engaged in a mode of living. 
Ip other words, there is where most of the big men and big women of 
the Nation ceme from, from this farming where they were just able 
to eke out an existence, and were able to send their kids to school, had 
them take advantage of an education but they were just poor people. 
But they shouldn’t be squeezed out because of their mode of life, 
farming. 

Mr. Morse. I quite agree that bona fide farmers ought to be kept 
on the land and their efficiency increased. I was making reference 
to the people who came in, and who do—we see them regularly—come 
into the agricultural field, as a place to make additional money, to 
speculate, and as a result the practical farmers, that are in the busi- 
ness—it is the only business they have—get thrown into these price 
situations which they do not create themselves. I am saying we 
should not keep that kind of competition in existence against the 
farmer. 

Mr. Parman. I am glad to have your clarification of it, Mr. Morse, 
although I do not agree with the policy you have outlined. It is too 
much like applying the slide rule and stop watch to determine efh- 
ciency. 

One other point and I will be through. Under the law, if this sur- 
plus of cotton reaches 30 percent above the normal supply, the Secre- 
tary is authorized to lower the parity support price, is he not? 

Mr. Morse. Not under the current law. 
Mr. Parman. Not under the current law? 
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Mr. Morse. No, price support is mandatory at 90 percent of parity 
on the 1954 crop. 

Mr. Parman. Clear on through? 

Mr. Morse. Yes, sir. 

Mr. Parman. Regardless of the amount? 

Mr. Morse. Through the 1954 crop. We have no choice. Until 
after the 1954 crop, the support level is fixed at 90 percent. 

Mr. Parman. I am glad to know that. I was thinking it was ef- 
fective this year. But after this year, unless the law is changed, it 
will be effective. 

Mr. Morse. That is right, price-support on the 1954 crops of basic 
commodities is mandatory at 90 percent. 

Mr. Parman. In 1955, if the Jaw is not changed, if the Secretary 
declares that there is more than a 30-percent surplus in addition to 
the normal supply, you could reduce the parity support price to 75 
percent, couldn’t you? 

Mr. Morse. Well, it would be flexible, according to formulas that 
are in the law, and there is a different pattern for cotton than for 
other crops. 

Mr. Patman. Thank you, Mr. Chairman. 

Mr. Rarns. Mr. Chairman, will we have another opportunity to 
interrogate the Secretary? 

The CHarrmMan. I have asked the Secretary and his staff whether 
it would be convenient for them to be back tomorrow morning. We 
have tomorrow morning only one scheduled witness, the National 
Grange, so if it is convenient for the Secretary and his staff I think 
it would be rather imperative that they come back tomorrow, because 
there are a good many members of the committee who have not had 
an opportunity to ask questions this morning. 

Secretary Benson. I am sure we can make an adjustment so we 
can be back. At least a good part of us can be back. We would like 
to come. 

Mr. Oaxman. I wonder if we could ask the Secretary, Mr. Chair- 
man, if Mr. Wheeler tomorrow could give us a composite report of 
the Department, which he started to do. We have just covered the 
losses of the CCC itself, regarding which it was stated the loss to be 
approximately $1 billion over the 20-year period. That only tells a 
portion of the picture, and I personally would like to hear the com- 
posite cost to the taxpayers of the operations of the entire Department. 

The CuarrMan. That is available. 

Secretary Benson. We have the information and will be glad to 
present it. 

Mr. Rains. Mr. Chairman, I am very grateful to you and to the 
Secretary because we are addressing ourselves to a real problem. I 
appreciate it. 

The CuairMan. May I announce what I hope will be the immediate 
program of the committee. We may devote, I believe, 3 days, today, 
tomorrow, and Monday, to this bill, in the hope that we may go into 
executive session, contingent, of course, upon the progress we make, 
on Monday afternoon, on this bill, and begin hearings on the housing 
bill definitely Tuesday morning. All of you who have not had 
opportunity to look at the housing bill might look it over. There is 
a section-by-section analysis available by the staff, which will be very 
helpful, and the staff will keep themselves in readiness to assist any 
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member with further explanations on the bill before we go into 
hearings. 

That is the program that I hope we will be able to follow. We 
would like to finish the hearings on this bill and report on the bill 
Monday afternoon and begin the housing hearings on Tuesday. 

We are very grateful to you, and to your staff, Mr. Secretary, and 
we will appreciate it very much if you will return tomorrow morning 
at 10 o'clock. 

The committee will stand in recess until tomorrow morning at 10 
o'clock. 

(Whereupon, at 12:15 p. m., the committee adjourned.) 


INCREASE BORROWING POWER OF COMMODITY 
CREDIT CORPORATION 


THURSDAY, FEBRUARY 26, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Honorable Jesse P. Wolcott, 
chairman, presiding. 

} Present: Chairman Wolcott (presiding), Messrs. Talle, Kilburn, 
Widnall, Betts, George, Mumma, MeVey, Merrill, Oakman, Van 
Pelt, Spence, Brown, Patman, Multer, Deane, Hays, O’Hara, and 
McCarthy. 

The CuarrmMan. The committee will come to order. 

{ We will resume hearings on the pending bill. 

Mr. Parman. Mr. Chairman, I would like to clarify my discussion 
} with the Secretary vesterday. Iam afraid we were misunderstood. 

; What I was talking about were these certificates of interest being 
sold to the banks. I am not talking about, and not objecting to, the 
farmers getting loans from local banks where they are serviced there 
and kept there locally. That is perfectly all right. I am only object- 
ing to the certificates of interest, where they formerly got the money 
from the Treasury, but are now splitting the pool up into certificates of 
interest and selling them to the banks over the country, and not re- 
lated to applications for loans by the farmers locally. I want to make 
that plain. 

The CuartrmMan. The Secretary is not able to be with us until a little 
later this morning. We have Mr. Morse, and the other members of 
the staff of the Secretary back with us, and I think if it is agreeable 
we will proceed. The Secretary will be back with us in a few minutes, 
I understand. 

“a without objection, we will proceed with the questioning of Mr. 
orse. 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY HON. TRUE D. MORSE, UNDER 
SECRETARY OF AGRICULTURE; HON. ROSS RIZLEY, ASSISTANT 
SECRETARY OF AGRICULTURE; JOSEPH C. WHEELER, DIRECTOR 
OF FINANCE, DEPARTMENT OF AGRICULTURE; GEORGE S. 
COOPER, CHIEF, COMMODITY CREDIT DIVISION, OFFICE OF 
THE SOLICITOR; J. A. McCONNELL, VICE PRESIDENT, COM- 
MODITY CREDIT CORPORATION; ROBERT BEACH, BUDGET 
OFFICER, COMMODITY CREDIT CORPORATION; AND PRESTON 
RICHARDS, DEPUTY ADMINISTRATOR, PRICE SUPPORT, COM- 
MODITY STABILIZATION SERVICE—Continued 


The Cuarrman. I believe Mr. Morse is conscious of the fact that 

esterday the committee members had asked for some information. 
gern Mi: Mr. Wheeler will supply it. I think this might be the 
proper time to do it. 
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Mr. Morse. Yes, sir. Mr. Chairman, Mr. Wheeler is Director of 
our Budget and Finance Department, and he has some records here 
that we feel it would be important to put in. 

Mr. Wueever. Mr. Chairman, and members of the committee, 
there is being passed out to you a statement which I would like to 
explain briefly while it is being distributed. 

The statement is titled “Realized Cost of Agricultural and Related 
Programs, by Function or Purpose, Fiscal Years 1932-53.” 

It covers the net cost of all the programs of the Department over 
a 22-year period. 

Prior to the development of this statement, the Department, of 
course, for many years has reported on obligations and expenditures 
and official transactions of the corporations or lending agencies, and 
on receipts arising from the Department programs, and so forth. 
But we had never developed a common denominator which would 
enable us to put the various elements of expenses and receipts together, 
and arrive at a net realized cost for each of the programs of the 
Department. 

In this statement we have used as a common denominator the net 
realized cost of each program on the basis described in the heading of 
the table. For example, in the case of activities that are financed from 
appropriations—-and, of course, most of our programs are financed in 
this manner—the costs, as reported on this statement, represent actual 
expenditures, offset by receipts arising out of those activities. 

For corporate activities, such as Commodity Credit Corporation, 
and crop insurance, we have used as the measure of costs the net 
against or losses actually realized from the operations of the Corpora- 
tion, plus the interest cost to the Government on Government- 
subscribed capital. 

In the lending activities, such as REA and FHA, we have reported 
as costs only the actual writeoffs, that is losses on loans, plus the net 
interest cost or income. Here we have computed the interest costs 
on outstanding loans each year, using the rate paid by the Govern- 
ment on money borrowed that year, and we have in turn offset that 
with cash represented by actual collections of interest. 

I would like to emphasize that the realized cost as used in the 
statement means the net cost which has actually been incurred to 
date. It does not include income earned but not collected, nor ex- 
penses incurred but not yet paid. Realized cost is not synonymous 
with expenditures, since expenditures may include loans made, and 
other investments, and also do not include offsetting receipts. 

A statement showing expenditures alone would, of course, reflect a 
higher total. 

The statement has been developed on a completely factual and 
objective basis, to provide the facts concerning the realized cost of 
agricultural programs. Our purpose in preparing this statement was 
to make available this factual data for the benefit of the many persons 
and organizations interested in the work of the Department. 

In the Department we have felt the need for a statement of this 
type, which we could use to answer inquiries from the public at large 
concerning the net cost of agricultural programs. This statement 
has already proved to be very helpful in that regard. 

There have been numerous and conflicting stories in the press 
recently dealing with the costs of agricultural programs and giving 
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various figures. This is caused, I think, by the lack of common under- 
standing of what the programs are and what their costs have been. 
We hope that this statement, which lists each program separately, 
and shows its costs, will make it possible for anyone who wants them 
to get the actual facts on costs for any particular program, or for the 
Department as a whole. 

Now, I would like to just briefly go over the statement with you. 
You will notice that each of the years 1932 through 1953 are listed 
separately across the top, with the cumulative total on the right hand 
side. 

Down the left hand side we have listed all of the programs of the 
Department broken down into major categories. The first category 
is ‘Programs primarily for stabilization of prices and farm income,” 
and the first entry under that category is Commodity Credit 
Corporation. 

You will notice that opposite the entry “price-support programs,” 
is shown the cumulative figure of $1,110.1 million in the upper right- 
hand corner. That figure represents as of last June 30 the net real- 
ized cost of price-support programs of the Commodity Credit Corpo- 
ration. 

It is the same figure that we had supplied for the record yesterday, 
except that the figure given yesterday was as of December 31, 1953, 
a total of $1.226 billion, whereas the figure on this table is as of 
June 30, 1953. 

Now, following down the table, still in the first category, are the 
supply and foreign purchase programs of CCC, the administrative 
and other general costs of the CCC, then the International Wheat 
Agreement, removal of surplus agricultural commodities, sugar act, 
crop insurance, acreage allotment payments under the ACP program 
in the late thirties, and early forties, and other programs such as 
parity payments and the AAA Act of 1933, arriving at a total for the 
category of programs primarily for stabilization of prices and farm 
income of $7,510,400,000. 

The table reflects other categories, as follows: “Programs primarily 
for conservation,” which includes ACP conservation programs, Soil 
Conservation Service, Forestry Service, flood prevention, “credit and 
related programs on electrification, farm loans,”’ then a category for 
“research and education,” then a category for ‘‘other items, principally 
school lunch, marketing services, control and regulatory activities,” 
and, the final category, ‘programs primarily for wartime, defense, and 
other special needs.” 

The total of all of those programs for the Department of Agricul- 
ture is $16.9 billion for the 22-vear period. 

Then we have listed separately, near the bottom of the table, sev- 
eral other categories of related expenses, but not expenses chargeable 
to the Department of Agriculture, such as the ‘wartime consumer 
subsidies,” part of which were financed by CCC and part of which were 
financed by RFC, and, finally, clear at the bottom, listed separately, 
certain special activities which other agencies requested the Depart- 
ment of Agriculture to carry out but which were not primarily Depart- 
nent of Agriculture programs, such as the purchases, under lend-lease, 
UNRRA, Mutual Security, and the like. 
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Now, since the time this table was prepared we have been requested, 
and have just completed the first category, for ‘programs primarily 
for stabilization of prices and farm income,”’ a breakdown by com- 
modities. 

I have that statement here. 1 don’t know whether you want to 
take the time to go over it. I would be glad to furnish it for the 
record. I believe that completes my general statement. 

If there are any questions I would be glad to answer them. 

The CuatrmMan. Without objection, that statement may go into 
the record. 

(The statement referred to is as follows:) 


BORROWING POWER OF CCC 


INCREASE 


JO PUd JB BIS 


£° 982 | =| ¢ £06 169 | | 861 (BIOL 
9-981 | L Cet 0 | & RS (sjusui dvd 
| | | | yy 
9°61 | | L’8 | 1% 6U1 901 7 $3800 JO PUL 
| | | ‘eseyound ‘Apddns 
| | | 
| 


[savqop Jo 


JO SIseq UO peyNdUIOD WEG SBY Jo UO PUB Spun) UVOT UO OF 4809 480107 UT |, OF Pred 
SOXR) PUL SPUAPIATP UO UT pod JO UO Aq PUR [BCBS UO OF SOI 


savah poosif ‘asodund 40 uorpuny hq ‘supibowd pun fo 


JOYIO suIBIZOId PIR 10} 

Jo 40j Ayaryo) 
10} B SB Spun) Japun 
ay} Aq [wpedg 

ay} Jo surBasoid 


Aypourmog Aq preg 
“W109 [RANI[NALIZR WO SaTPISGNS JOUINSUOD AY 


49410 pus ‘asuajep Ap 


82 998 | 


puv 


IVIOL 


sulnid01d 9A0qR 07 sasuad xa 
Suipuyy 
puv 


o 
= 
< 


| | | OF6T 6861 8861 | 9861 | | | 


savafi poosy ‘asodind fig ‘swnsboid pajnjas pun fo 1809 pazijnay 


42 
| 
| ' 
| 
| #8 8/8 | | | 
| | | || | ‘| 
| | >| | 
| | il | | 
| gS SIS] SO | 
| | | | | il | 
| | 7 | 
| 
| 
| 
& 


or) 


INCREASE BORROWING POWER OF CCC 


JO PUe JW 


| } FUT pnpoul ‘sestiedxe pun 
Es 1 Gi | €1 8 F1 61 861 | py 
| | | | pt 
} | ‘ ind puR np 
| | | } puv JOP puR 
¢ 919 ‘6g | 6 | | 1 | FE 1 [10g 
| | | | jo 
| | | JO UONVAIOSUOD JO} 4 
£°8L0'% 191 | £°OST pur 
| -isnfpe pur ‘sjuemAerd Jo 
9 662 | 19% OI PUB 
| ‘aseyound ‘Atddng 
| | 
| pur jo uonezyiqeys Joy sureisorg 
| 
| | 1961 | 6F61 | | 9F6T | | | 
‘ 


5 
& 


youn] [ooys 10) syueur 


Jo} pasn spunj ‘oes pur yoy Youny [ooyds sepnpouy 


© 4809 B PURI Jo FI Jo aseyoind apnpoul uMoYs ¢ 


‘91 


| | 


| 
| 
| 


0 
6 
I 


| 


“000°190‘09$ Jo ysoo 
JU Jo soso” Jo asbyoind ay} UMoYs 
YOUN] [OOYdS YSBO JO AAISNPON 
UL pepnpour st pue ‘eungeu ut st jo 


8019 'T 


e629 


[BIOL 


cor | suet | ower 


| O'9ET 
| 
| 


OF 
969 
| 
| 


Tle 
9% 


ponut 


pou 


Spoou 


g Youny 
‘Sod AJos “youn] [ooqos Ayorya 


pue 


44 
| 
| 
| | | | | 
| 
= | | | 
gs “lg 
| 
| | ele] = 
{ 
|| 
| | ala 
| 
| | 
| 
} 
| 
| 
al 
| 
| | i | 
| FES : 
~ 
om 
| BE | 
SES 
BASES 
| | 
} 
to 
23 


INCREASE BORROWING POWER OF CCC 45 


RELATIONSHIP OF REALIZED COSTS TO STATEMENTS OF ACCRUED INCOME AND 
EXPENSES FOR NONCORPORATE LENDING PROGRAMS 


The financial aspects of the noncorporate lending programs of the Rural Electri- 
fication Administration andthe Farmers’ Home Administration, which are reported 
on this statement on a realized cost basis, are also susceptible of being reported on 
an accrued income and expense basis. Records for these programs are main- 
tained and reports are made on the accrued basis pursuant to regulations cover- 
ing business-type Government operations. To illustrate the differenees involved 
in these two concepts the following tabulation, using the REA as an example, 
shows the results, from the beginning of the REA programs through the fiscal 
year 1953, on the accrual basis compared with the realized costs reflected in this 
statement. 


Lending operations of REA from inception to June 30, 1953 
[Millions of dollars} 


Accrued in- 
come and 


expense basis | 


| 
| Net realized 
| cost basis 


Expense: 


The principal differences in the two bases are as follows: 

(1) Interest income.—The accrual basis includes interest earned but not collected. 
A substantial part of the difference is due to the inclusion on the accrual basis 
of interest deferred under the law durlng the first 5 years of a loan but properly 
accounted for as accrued interest earned although it is not due or payable. The 
realized cost basis includes actual collections of interest. 

(2) Interest ecpense.—The accrual basis includes only the interest actually 
charged to REA on funds borrowed from RFC (in the earlier years) and from the 
Treasury, under borrowing authorizations provided by Congress. The realized 
cost basis includes as interest expense the amount resulting from applying to the 
average total of loans outstanding in each year the average interest rate paid by 
the Government for the funds it borrowed in that vear. 

(3) Provision for possible losses on loans.—The accrual basis includes projected 
or anticipated losses based on the best estimate that could be made at the end of 
the fiscal vear 1953. The realized cost basis, which takes into account only those 
costs that have actually come about, does not include any anticipated losses on 
loans. 


Mr. Morse. I would think, Mr. Chairman, it would help the 
record if the other table Mr. Wheeler referred to, which does break 
it down by commodities, were inserted in the record. 

The CHatrman. Without objection, that will be inserted in the 
record. 

(The statement referred to is as follows: ) 
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Mr. Wipnati. Mr. Morse, where are the warehousing and storing 
costs included in these tables? Are they broken down at all? 

Mr. Bracu. The warehousing and storage costs would be included 
in the investment in inventory during the period that the commodities 
are in inventory. When the commodities are disposed of, they are 
included in the realized gain or loss on sales, and therefore would be 
included in the figure of $1,110 million. 

Mr. Wipnatit. Do you have any figures at the present time to 
indicate how much per vear it is costing us to store this surplus? 

Mr. Bracu. Between $475,000 and $500,000 a day, is the best 
estimate we are able to make. 

Mr. Brown. Doesn’t the producer pay that cost? 

Mr. Morset. The figure we have been using is about half a million 
dollars per day, about $14 million a month. 

Mr. Wipnatu. I wish you would explain to me just how that storage 
is handled. Is that cost paid by the producer, as Mr. Brown says, or 
is it paid by the Government? 

Mr. Morse. The producer pays the shortage cost only if the com- 
modity is redeemed. If he redeems the commodity before the title 
passes to the Government he would pick up the storage costs. Other- 
~ wise, of course, it becomes part of the cost of the commodity to the 
Government. 

Mr. Wipnauu. Well, at the present time it is costing us about $6 
million a year to store; is that right? 

Mr. Bracn. That, sir, relates only to the commodities that are in 
inventory, where CCC has actually taken title to the commodities 
and owns them. 

Mr. Wipnatu. Is the Government paying out other storage costs? 

Mr. Breacu. No; except in the case of cotton under loan, but the 
CCC will assume storage costs on commodities that are acquired in 
settlement of loans, which we have not vet acquired as of now. 

Mr. Wipnauv. How is the leasing of storage facilities handled? 
Through your Department, or does the producer obtain the storage 
facilities? 

Mr. Morse. It is handled in both ways. And it goes beyond that. 
Of course, the farmer can provide his own storage if it is approved, 
and during the past year we were very liberal in that regard, par- 
ticularly with reference to wheat. For a time we made loans on wheat 
stored on the ground in the more arid areas, and in temporary stor- 
age, until it could be moved into more permanent storage. 

The farmer, first of all, can provide his own storage in his own 
facilities, or he can arrange for storage in commercial elevators and 
terminals, on his own account. 

Mr. Wrpnat. Well, if the commodity was then sold at a loss later 
on, would he obtain money for the storage of that grain or corn, or 
whatever it happened to be? 

Mr. Beacu. Mr. Widnall, his interest in the commodity disappears 
once the commodity is acquired by the Corporation, with the excep- 
tion of cotton, which in the past has been pooled for the account of ° 
the producers. 

But in the case of grains, for example, once the Corporation ac- 
quires the grain in settlement of the loan then the producer is freed 
of anv further connection with that commodity. The Corporation 
pays the storage costs, adds those costs to its investment in the inven- 
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tory, and when it is sold reflects the difference between the total 
investment, including the storage costs, and the sales proceeds, as 
either a gain or loss, whichever the case may be, and that shows up in 
these operating results for the Commodity Credit Corporation, which 
have been discussed. 

Mr. Wipnatu. Why is it that fluid milk consumption of the coun- 
try hasn't seemed to keep pace with the increase in population? Is 
that due to lack of salesmanship on the part of the industry? 

Mr. Morse. Part of the answer is in retail costs. As you are aware, 
there is a substantial increase over the farm price before delivery is 
made to the housewife. In the main, we have felt that the dairy 
industry has been very aggressive in its selling, and quite effective in 
handling the products. They are constantly working to get down the 
costs of delivery to consumers, but there are, inev itably, costs of 
transportation, handling, and many other costs before the commodity 
is finally delivered. 

Mr. Wrpnaut. Isn’t it true that the fluid-milk consumption has 
not kept pace with the increase in population? 

Mr. Morst. I believe that that is correct. However, there is a 
trend that needs to be encouraged toward more milk products being 
used in fluid or whole milk form, rather than in the form of manufac- 
tured products. 

Mr. Wipnauu. In my New Jersey district there are located a large 
number of milk producers and they are in a terrific squeeze right now. 
Fluid milk is being dumped into that area, and they still have high- 
cost feed coming in with a pegged price. They are getting paid not 
their No. 1 classification for milk but No. 2, which is the fluid surplus 
milk price, and yet the dealer is selling it to the consumer based on 
the high cost of production. They are supposed to be getting about 
$5.37 a hundred for their milk, but for about 40 percent of their pro- 
duction they are getting about $3.40 a hundred, a surplus price. 
Yet the dealer, in turn, goes to the consumer and sells it to him at 25 
cents a quart based on the $5 price to the farmer. 

Mr. Morst. Many milksheds, or a number of them, are operated 
under agreements, or marketin: orders, ia which cost factors are 
being reflected. 1 don’t know the situation in your particular area, 
but dairymen are under the cost-price squeeze to which you refer. 

Mr. Wipnauu. The farmers in my area are for a flexible parity, and 
for a reduction from the 90 percent figure, but they say if it is going 
to continue, with a squeeze, in a high priced commodity, that they 
are going to have to have their own prices pegged at the point of their 
own production cost. 

Mr. Morse. Yes, sir; and it is part of this need for flexibility in 
i farm economy so that we will get adjustments, as conditions 
change. 

Mr. Wipnatu. Have you done anything about exploring the pos- 
sibility of bartering surplus commodities with foreign countries, for 

strategic materials? 
"Mr. Morssr. Yes, sir; we are handling some barter transactions, 
but they have not been ‘large i in total. In the recommendations that 
the President has made in regard to the farm program there is provision 
for more discretionary power. We could then go further in the barter 
for items which might be used in this country, and which we are not 
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producing here in oversupply, aad which would not interfere with our 
markets. 

So far, barter has been confined almost entirely to the strategic 
materials, 

Mr. Wipnatvi. With what countries has that taken place? 

Mr. Morse. Well, here are some: Turkey, the Belgian Congo, 
New Caledonia, Italy, Japan, England, France, Egypt, Spain, Brazil, 
Germany. Items that have entered into the barter transactions have 
included cotton, corn, wheat, grain sorghums, tobacco, and some 
other undesignated items. They have been bartered for items which 
would be useful in connection with our stockpiling for military needs. 

Mr. Wrpnat. Is there any possibility of bartering some of these 
commodities at a favorable price to a foreign nation so as to obtain 
coffee at a better price to the American consumer? 

Mr. Morse. I don’t know that we have been into that, sir. 

As I have indicated, under the operations that we have had up to 
the present time, barter has been limited to commodities which 
would be taken by the military, and we have not gone into items 
which we would need to hold, or where we would have to assume the 
market responsibility for whatever we acquired. If the set-aside is 
provided for, and the authority given to the President which is re- 
quested in the President’s message, as I have indicated, we would 
have a much more liberal bartering position. It would make it 
possible for us to deal much more effectively in the area of barter. 

Mr. Wrpnatu. That is all, Mr. Chairman. 

The CHatrMan. Mr. Murer. 

Mr. Muvtrer. Are there any price supports for milk? 

Mr. Morse. Not as such. It is on the manufactured items of 
butter, cheese, and dried milk. That is the form in which the sup- 
ports are given. 

Mr. Mutrer. Isn’t that one of the fundamental faults of the pro- 
gram, so far as the dairy products are concerned? The man producing 
milk, as such, gets no support, and, therefore, his milk is going into 
the dairy products because there he gets the bigger profit because of 
the price supports? 

Mr. Morse. Yes, sir. The support is in the manufactured com- 
modities, partly because of what the gentleman from New Jersey 
has stated, namely, that the pressure is kept off of the fluid milk 
areas if there is support given to the manufactured items. Less milk 
moves into the fluid markets. 

However, the trend should be encouraged to get more of the milk 
moved into consumption as whole milk, rather than in the commodi- 
ties which, under the price-support approach, are winding up in our 
warehouses with no adequate way of moving them into comsumption. 

Mr. Mutter. Now, with reference to this table that was given to 
us this morning, I recall something was said yesterday about moneys 
being spent by Commodity Credit Corporation for control of the foot 
and mouth disease. Where is that reflected in this statement? 

Mr. Morse. Mr. Wheeler? 

Mr. Wueeter. The cost of the foot-and-mouth disease program is 
reflected down a little below halfway in the page, the category called 
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“Other, chiefly school lunch, marketing services, control, and regu- 
latory activities.” 

Mr. Murer. Am I right, then, that Commodity Credit Corpora- 
tion does not pay that money out? 

Mr. Waeever. It merely advances it under special authority in 
the appropriations act, and then the Corporation is subsequently 
reimbursed for those advances. 

Mr. Murer. So it should not be charged in anyway to the opera- 
tions of the CCC? 

Mr. No. 

Mr. Muurer. Now, there have been losses, have there not, incurred 
by Commodity Credit Corporation, which were caused by fraud, theft, 
and embezzlement?» Am I right? 

Mr. Beacu. Yes, sir; that is correct. 

Mr. Mutrer. Where would those losses be reflected? 

Mr. Beacu. Those would be reflected in the first lme on price 
supports, if they applied to the price-support program, which most of 
them did. 

Mr. Mvuurer. What was the amount of those losses for 1953? 

Mr. Bracu. We do not have a separate category of losses for em- 
bezzlement, and so forth. They are handled on a claims basis, indi- 
vidual claims are set up and liquidated over a long period of time, 
usually. We do have some indication of how much grain has been 
stolen from bins, in recent months, which has become a little problem. 
As far as the overall loss due to loan frauds is concerned, that shows up 
generally as a loan chargeoft, if the farmer obtains a loan by means of 
fraud. Then we eall the loan and usually have no recourse and have 
to charge the loan off. 

Mr. Murer. What do you mean you have no recourse? 

Mr. Bracu. As to the money. 

Mr. Mutter. If it is a fraudulent loan? 

Mr. Breacu. Well, if he has no commodity to support the loan we 
will have to charge the loan off, or a portion of it. 

Mr. Murer. [ understand you charge the money off, but what 
about going after the man who committed fraud? 

Mr. Beacu. We do. My point is that the loss that we take is 
charged off as a loan chargeoff, rather than setting it up as a fraud 
loss, so to speak. 

Mr. Morsr. We have a great number of both civil and criminal 
cases pending. It is a part of the cost of the operation to press those: 
claims, and we write them off only when they prove uncollectible. 

Mr. Mutrrer. May we have a schedule showing what the aggregate 
amount of those losses, by classifications of theft, embezzlement, and 
fraudulent loans? 

Mr. Bracu. Sir, we have a separate statement that we can supply 
for the record on the losses resulting from the recent grain conversion 
eases. I can tell you now that about 37,575 bushels of grain has been 
reported stolen from bins in recent months. That would show up as 
an inventory adjustment on our accounting records and would not be 
separately identified as a loss from theft, as such, necessarily. It 
might be difficult for us to give an overall summary of that type of 
loss, but we will do the best we can with what information is available. 

(Information on charge-offs and grain thefts follows:) 
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U. 8. Department of Agriculture, Commodity Stabilization Service, writeoffs on 
price-support loans by fiscal years, July 1, 1949 to date 


Fiseal year: Value 
1954 (through Dee. 31, 1953)_______- 172, 286 


Losses sustained in the liquidation of loan programs inelude instanees of uninsured 
fire and flood losses. Losses due to fraud are relatively minor. 

Losses due to thefts of CCC grain from CCC-owned bins are estimated at 
$63,160 through February 24, 1954. 

Mr. Mutrer. Well, I think it is important that we know precisely 
what that picture is, both by way of fraudulent loans, embezzlement, 
and thefts of grain. Of course, when I say fraud and embezzlement, 
I also have in mind the fellow who said he had something in storage 
and got something on the basis of it and never had anything in storage. 

Then, of course, you have the actual commodity that went into 
storage and was stolen out of the warehouse. 

Mr. Breacn. Well, we have a figure here, right at the moment, Mr. 
Multer, that indicates that as of January 1, 1954, shortages involving 
a total of about $11,310,000 have been discovered over a 5-year period. 
In relation to the total inventories held by CCC it is a very small item. 

Mr. Murer. Were some of these fellows under bond? 

Mr. Bracu. Yes, sir; we have made recoveries of over $4 million 
against that $11 million and our net outstanding claims are about 
$7,300,000 now. 

Mr. Mutrer. In this compilation that you will supply to us will 
you also show what recommendations have been made to the Depart- 
ment of Justice for prosecutions against any of these people, and the 
status of those matters? 

Mr. Beacn. Yes, sir; we can give you information on that, with 
respect to these recent shortage cases. 

Mr. Mutter. How about the old shortage cases? Are they still 
pending? 

Mr. Beacu. I am speaking of those that are pending. With respect 
to those that may have happened back in the thirties and forties, we 
won’t have the information. 

Mr. Mutrer. Well, I am not thinking of any that go back that far. 
I am thinking of those in more recent years. 

Mr. Bracna. All right, sir. 

Mr. Mutrer. I am frankly concerned by a newspaper item that 
I read to the effect that the Secretary of Agriculture had indicated 
that there would be no prosecutions in connection with some of those 
cases. Do you know anything about that? 

Mr. Morse. That may have been picked up on the basis of the 
fact that there are a large number of these claims that are pending 
where collection will not be possible, and where the costs of pursuing 
them further would be out of proportion to the possible recovery. 
Of course, where there are fraud cases that should properly go to the 
Department of Justice, they will continue to be referred to that 
Department. 

Mr. Kixsurn. Is there a statute of limitations on this? 

Mr. Mutrer. I had that in mind when I said never mind the old 
cases going back to 1933. 


This classification includ s chargeoffs of ] ans and accounts and notes receivable. 
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How about those in more recent years? I particularly had in 
mind an item which said something about cases that had been referred. 
to the Department of Justice, and the Secretary had said ‘Forget 
about those things, drop them, don’t prosecute them.”’ 

Mr. Morse. Mr. Cooper is here from the Solicitor’s Office and we 
would like him to speak to that question. 

Mr. Cooper. 

Mr. Cooper. I am Chief of the Commodity Credit Division of the 
Office of the Solicitor. 

I think your statement is addressed to a newspaper item in a 
Washington paper. The Solicitor has prepared an official reply to 
that, which we would be glad to make available to this committee. 

That statement was addressed largely to suits against third parties 
who have purchased grain from elevators which had sold the grain of 
the Commodity Credit Corporation without authority. 

The Department has vigorously prosecuted all violators who have 
sold Commodity Credit Corporation grain. We are continuing to 
push those cases. They are divided into two types: Those with a 
criminal aspect, and those with a civil aspect. 

There is a 3-year statute of limitations on the criminal aspect. As 
soon as we get an investigation completed we transmit that to the 
Department of Justice and request criminal prosecution thereon. 
The civil aspects of the cases take longer. We have to determine the 
quantity of the grain in the warehouse and to whom it was sold. To 
determine all that goes into and out of the warehouse is a long and 
difficult procedure to follow. ; 

We are filing our claims and collecting on those. There are a num- 
ber of these cases in which criminal prosecutions are impossible be- 
cause some of the culprits have committed suicide or died in the 
meantime. 

We will be glad to furnish you with a complete list of all of those 
cases since the so-called outbreak that occurred in 1950 and 1951 
and up to date. 

Mr. Mutrer. Mr. Chairman, may that be incorporated in the 
record when it is supplied? 

The CHAIRMAN. Do you have any information as to how volumi- 
nous that would be? 

Mr. Cooper. I think a statement as to the status of all of the cases 
would be about 6 or 7 typewritten pages. We have prepared a long- 
and a short-form reply to the columnist, and the long form is, I think, 
about 30 pages, and the short form may be 7 or 8 pages. 

The CuarrMANn. Would the short form be sufficient? 

Mr. Mutter. Suppose he submits all that information and then 
we can decide what part, if any, should be put into the record. 

The Cuarrman. Can it be submitted before Monday? 

Mr. Cooper. Yes, sir. 

The CuarrMan. Very well. 

(The information referred to follows:) 

Unitep States DEPARTMENT OF AGRICULTURE, 
Commopity CREpIt CoRPORATION, 
Washington, D. C., March 8, 1954. 
Hon. Jesse P. Woucort, 
Chairman, Banking and Currency Committee, 
House of Representatives. 

Dear Mr. Wo tcorr: Pertinent to the questions asked by the members of your 

committee, we are submitting information with respect to the status, as of January 
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1, 1954, of warehouse conversion and fraud cases involving Commodity Credit 
Corporation commodities. 

Table I, enclosed, enumerates the active warehouse shortage cases and the 
estimated book value of shortages uncollected. This tabulation shows 159 
active cases involving shortages in the amount of $7,570,304. These figures 
represent a reduction of 5 in the active cases during the calendar year 1953 but 
an increase of approximately $600,000 in the amount remaining uncollected. 
As of January 1, 1954, shortages involving a total of some $11,310,000 had been 
discovered over a 5-year period and recoveries of some $4,020,000 had been 
effected, leaving outstanding claims for $7,290,000. Recoveries for the calendar 
year 1953 were in excess of $1 million. 

In this past calendar year some 81 shortage cases were discovered; however, 
72 of these were discovered during the first half of the calendar year and only 9 
cases Were discovered in the latter half of the year. 

It will be noted that all of the 159 active cases, with the exception of 36, have 
been referred to the Department of Justice. Of these 36 cases, 16 were still under 
investigation and as of January 1, 1954, the other 20 cases were being reviewed 
by the Office of the Solicitor to determine whether the evidence warranved trans- 
mittal to the Department of Justice. Some of these 20 cases have since been 
referred to the Department of Justice. The record of criminal prosecutions in 
the conversion cases should have a strong deterrent effect; as of January 1, 1954, 
convictions have been obtained in 36 cases. 

With respect to the progress of the civil aspects of these cases, the fact that the 
amount of the outstanding uncollected claims is greater than it was at the expira- 
tion of the calendar year 1952 is explained by the period of time necessary to 
complete the complex court proceedings required. In many cases the insolvency 
of the warehouseman has necessitated actions in bankruptcy or receivership, the 
disposition of which requires a considerable amount of time. None of such cases 
where the warehouseman’s financial condition necessitated a bankruptey or 
receivership action have been concluded to date but a few are nearing completion. 
In such insolvency proceedings the Government is but one of many creditors 
whose claims and rights must be determined before a disposition of assets ean be 
effected. Various aspects of some of these proceedings are currently involved in 
appellate proceedings. Orderly liquidation of assets in major cases is of itself 
time consuming. The Government, being but one of many creditors, is not in a 
position to control the overall rate of progress of such proceedings. 

Enclosed with this letter is a listing by name of the warehouse shortage cases 
under the following classification as of January 1, 1954: 

1. Cases which have reached the court stage. 

2. Cases which have been closed. 
In addition to the above, we enclose a listing by name of 82 cases which have been 
referred to the Department of Justice but have not been reported as having 
reached the court stage. As a matter of policy the names of such persons or 
concerns have not been made public by the Department of Agriculture in order to 
avoid harm to innocent persons in any eases wherein the Department of Justice 
decides that there is not a sufficient basis for criminal prosecution. 

With a view to minimizing the possibility of further warehouse conversion 
cases, the Board of Directors of Commodity Credit Corporation has preseribed 
certain factors to be considered in determining whether to approve or disapprove 
warehousemen’s application for storage contracts. These factors are as follows: 

(1) The physical plant and equipment must be adequate to handle and 
store Commodity Credit Corporation commodities. 

(2) The warehouseman or his employees in charge of the operations of the 
warehouse must have demonstrated ability and experience as bona fide 
warehousemen. 

(3) The warehouse must be operated under a Federal, State, or local license, 
if a license is required by State or local laws or regulations. 

(4) The warehouseman must have satisfactorily complied with Commodity 
Credit Corporation instructions under any previous contracts with Com- 
modity Credit Corporation, 

(5) The warehouseman must have adequate financial responsibility as 
evidenced by his net worth. 

(6) The warehouseman must have complied with the regulations of the 
applicable licensing authority or has satisfactorily corrected any condition 
which may have resulted in refusal, suspension, or revocation of such a 
license. 
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(7) There is no substantial evidence of fraudulent or dishonest acts on the 
part of the warehouseman or any responsible official or employee of the ware- 
houseman. 

In exceptional cases, where warehousing services required under Commodity 
Credit Corporation programs cannot be secured if all of these factors are strictly 
adhered to, and no reasonable and economical alternative is available, one or 
more of the foregoing requirements may be waived by the vice president of Com- 
modity Credit Corporation in order to carry out the statutory responsibilities of 
Commodity Credit Corporation to provide price support to producers. Inspec- 
tions of warehouses storing agricultural commodities under Commodity Credit 
Corporation programs have continued on the basis of a minimum of two inspec- 
tions for each calendar year. 

Pursuant to the request of your committee, we enclose additional copies of 
the two statements with respect to the pursuit of claims against purchasers from 
warehousemen of Commodity Credit Corporation fungible commodities which 
were transmitted to you by letter dated January 26, 1954, from Karl D. Loos, 
Solicitor. 

We trust that the above information is responsive to your request. We shall 
be pleased to furnish any further information which you may desire in connection 
with these cases. 

Sincerely yours, 


True D. Morse, 
President, Commodity Credit Corporation. 
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SUMMARY STATEMENT OF DEPARTMENT OF AGRICULTURE Wirn RESPECT TO 
Criaims AGarinst THirp-Party PURCHASERS OF ComMopiTy CREDIT CoRPORA- 
TION GRAIN 


Drew Pearson's column of January 11, 1954, which appeared in the Washington 
Post and other newspapers throughout the country, attacked the action taken 
by the Department of Agriculture with respect to the Government effecting 
recovery from persons who purchased Commodity Credit Corporation grain 
wrongfully sold by warehousemen. The article misstated facts and created 
a& number of erroneous impressions, such as, (1) that this Department is not 
taking action against warehousemen who converted Government grain, (2) that 
this Department is not taking action against those persons who knowingly 
purchased Government grain from warehousemen and that the bill introduced 
by Senator Butler would prevent recovery from such persons, and (3) that William 
F. Farrell, the Department's former regional attorney at Dallas, Tex., has been 
dismissed because of his prosecution of warehousemen who converted Government 
grain. 

With respect to the first point, the record is clear that this Department has 
copsistently advocated the vigorous prosecution of those warehousemen who 
wrongfully disposed of Government grain and has promptly referred all sueh 
cases to the Department of Justice for appropriate criminal and civil action. 
To date the Government has taken criminal action against 56 persons or concerns 
and has brought 72 civil actions. Secondly, this Department has also consistently 
urged vigorous action against those persons who purchased Government grain 
from warehousemen with knowledge of the true ownership of the grain, and 
Senator Butler’s bill would not in any way prevent recovery from such persons. 
The third charge likewise has no basis in fact. Mr. Farrell’s retirement was as 
a result of reduction in force in connection with an overall reorganization of the 
field service of the Office of the Solicitor and had no connection with the matters 
relating to the conversion of Government grain. 

Mr. Pearson’s article indicated that all of the “grain dealers * * * purchased 
the illegal grain with their eves wide open.’’ But the results of the compre- 
hensive investigations made by this Department do not support this charge. 
The evidence shows that, with few exceptions, in cases where warehousemen 
wrongfully sold Commodity Credit Corporation grain, the purchasers did not 
know that the warehousemen were improperly selling grain belonging to others. 
Such purchasers acted innocently—they bought the grain in good faith in the 
ordinary course of business. In some instances they bought through brokers 
and did not even know the identity of the seller of the grain. 

The column by Mr. Pearson not only avoided mention of the fact that the 
great majority of the purchasers were innocent but misquoted the last sentence 
from the memorandum of March 30, 19538, which Mr. Farrell received from this 
Departinent’s Office of the Solicitor, by omitting the word “innocent”’ and substi- 
tuting therefor the words “third party,”’ and also misrepresented Senator Butler’s 
bill. The memorandum, which was addressed to all field attorneys of the Office 
of the Solicitor, rather than to Mr. Farrell alone, related solely to pursuing claims 
against innocent purchasers. 

Under the existing rule of court decisions in this country, an owner of grain 
wrongfully sold by a warehouseman can recover from a wholly innocent purchaser 
of such grain. This rule has been subjected to severe criticism for many years 
by prominent lawyers and judges who have recognized the harshness and inequity 
in forcing an innocent purchaser who buys fungible goods, such as grain, in good 
faith in the normal course of business from a dealer in such goods, to pay for them 
twice—first to the wrongdoing seller and again to the true owner. The crities of 
the rule have pointed out, also, that it disrupts normal trading in grain and 
other fungible goods because a prospective purchaser never knows whether a 
warehouse-receipt holder might later assert a claim to the goods he bought. 
This point has become a major problem for grain dealers and the Government 
alike in recent years because of the large-scale storage operations of Commodity 
Credit Corporation since World War II. Never before in the history of grain 
warehousing in this country has a single owner of grain had such large quantities 
stored in so many warehouses in all parts of the country for such long periods of 
time. Although inspections of warehouses are made periodically by Federal and 
State officials, the only way a purchaser can be certain that he is safe in buying 
grain from a warehouseman is to measure the stocks of grain in the warehouse 
and examine his records of outstanding warehouse receipts at the time of each 
purchase, which obviously is an impossible task, 
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The bill, S. 2526, introduced by Senator Butler, of Nebraska, which Mr. 
Pearson stated “would prevent collecting money from the purchasers’? who 
“purchased the illegal grain with their eyes wide open,” would not do that at 
all but would relieve only innocent purchasers from liability to the Government. 
Such bill would not relieve a purchaser from liability to the Government unless 
he bought the grain “for value in good faith and did not know or have reason to 
know of any defect in the warehouseman’s authority to sell such goods.”’ More- 
over, the grain must have been bought “in the ordinary course of business’’ 
from a “‘warehouseman who was also in the business of buying and selling such 

oods.”’ All rights of the Government against guilty purchasers, as well as ware- 

ousemen and their sureties, would be left unimpaired. An identical bill, H. R. 
6878, has been introduced in the House by Representative-Cunningham, of Iowa. 
These bills apply the rule contained in the new Uniform Commercial Code, which 
has been proposed for adoption by the Congress and the legislatures of the several 
States in recognition of the need for a modern, complete code of laws governing 
commercial transactions. This code represents the work of scores of experienced 
lawyers and judges and has been approved by the American Law Institute, the 
National Conference of Commissioners on Uniform State Laws, and the house 
of delegates of the American Bar Association. 

Alii of the grain-conversion cases involving the question of proceeding against 
third-party purchasers have been referred by the Office of the Solicitor to the 
Department of Justice. Following discussions with respect to the situation of 
innocent third-party purchasers, the Department of Justice concluded, in July 
1953, that under the present law such purchasers appeared to be legally liable 
and instructed United States attorneys to pursue claims against such purchasers. 
The Office of the Solicitor has transmitted all information presently available to 
it with respect to claims against third-party purchasers to the Department of 
Justice and either has furnished or is in the process of obtaining all further infor- 
mation requested by that Department in connection with the making of demand 
and filing of suit against such purchasers. The future course of action of the 
Department of Justice in the cases involving innocert third-party purchasers 
will, of course, be affected by the action taken by Congress on legislation relating 
to this subject. The Department of Agriculture looks with favor upon the 
principle of the proposed Vallorm Commercial Code as applied to Commodity 
Credit Corporation grain in the Butler and Cunningham bills and feels that. it 
would be desirable to delay pursuing claims against innocent purchasers to give 
Congress an opportunity to consider this legislation. 

The retirement of Mr. Farrell had no connection with the question of collection 
of claims against purchasers of Commodity Credit Corporation grain or with 
his part in the criminal prosecution of warehousemer charged with willful conver- 
sion. The assistance which he and other regional attorneys of this Department 
gave to the United States attorneys in both criminal and civil proceedings against 
such warehousemen Was in accordance with this Department’s policy of advocating 
vigorous prosecution of such cases. The reduction in force which affected Mr. 
Farrell's office was part of an overall reorganization of the field servire of the 
Office of the Solicitor undertaken solely for reasons of economy and improved 
efficiency. Jn the course of this reorganization, two field offices were abolished 
and reductions in force and transfers of personnel were made in a number of offices. 
All personnel changes were made in accordance with civil-service regulations. 


Mr. Morse. There is a point involved here which I think the com- 
mittee should be aware of, and that is the provision for pursuing 
claims against what are really innocent third parties. That bears 
on this discussion of the question which you have raised. We would 
like to furnish that information. 

Mr. Mutter. I don’t think we ought to spread upon the report the 
names of anybody that may be maligned or improperly charged with 
wrongdoing, or where to make the charge would be to condemn. 

Mr. Morse. Yes, sir. I was referring to innocent purchasers from 
people who were in violation. There is a provision which runs to 
them that is involved here, and I think that ought to be briefly stated 
so that if there is any adverse reaction to what we are proposing to 
do, we ought to have the benefit of the committee’s guidance. 

Mr. Muvrer. [ have no objection to so proceeding, Mr. Chairman. 

Mr. Chairman, the other questions I would like to propound, I 
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think could more properly be directed to the Secretary, so with your 
permission I will hold them until his arrival. 

The Cuatrman. Mr. Betts. 

Mr. Berts. Mainly for my own information, where does the increase 
that you asked for in this bill fit into that chart which you have passed 
around? Is that in the entire first bracket there, programs primarily 
for stabilization of prices, or is it generally for the Commodity Credit 
Corporation? 

Mr. Morse. It is the Commodity Credit Corporation. It is our 
operating authority. 

Mr. Berts. Was the $6,750,000,000 limitation in the original 
measure? 

Mr. Morsr. No, sir, that has been increased $2 billion on a previ- 
ous occasion, When the limit of $4,750 million was being approached. 
Mr. Beach has a history which shows the original borrowing author- 
ization to be $500 million 

Mr. Berrs. Do you mean when this——— 

Mr. Morse. In 1938. Then it went up, the next vear, to $900 
million. Then it was increased in 1940 to $1,400 million. In 1941, 
to $2,659 million. In 1943, to $3 billion. In 1945, approximately 
2 vears later, up to $4,750 million. And then in 1950, the $2 billion 
to which I referred were added, bringing the total to the present limit 
of $6,750 million. This request before the committee, for consider- 
ation, is to increase the authorization to $8 billion. 

Mr. Wuee ver. Could I add to that. The borrowing authoriza- 
tion to which this bill refers is not reflected directly in these figures. 
The borrowing authorization merely provides the funds for operations 
of the Corporation. It isn’t until the operations result in a gain or 
= that it is reflected in the figures in this table. Do I make that 
clear? 

Mr. Berrs. In other words, the $6.750 million includes money which 
has been spent for operation of Commodity Credit Corporation? Is 
that what you mean by that statement? 

Mr. Wueeter. Well, the funds which the Corporation is permitted 
to borrow under this borrowing authorization enable the Corporation 
to make loans and investments in commodities. 

Those loans and investments ultimately result in gains or losses, 
which are reflected in this table. 

Mr. Berrts. I see what vou mean. 

Mr. WuHeevrer. But the borrowing authorization as such, which we 
might describe as a capital working fund, is not reflected per se in 
these figures. 

Mr. Bervs. I was interested primarily in asking my first question 
in just how this maximum borrowing limitation has grown since the 
formation of Commodity Credit Corporation. Apparently it has been 
raised 5 or 6 times. 

Does this present bill take care of the thing for the foreseeable 
future, or isn’t that a fair question? 

Mr. Morse. That is a fair question and one that is appropriately 
raised. I believe in the Secretary's statement, it was made clear that 
this was to take care of the commitments for 1954 crops, and the 
commitment on them stands for the basics, at 90 percent of parity. 
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The $8's billion is to carry the Corporation’s investment in 1953 and 
prior crop years, and support the price of 1954 crops. 

This estimate is good as far as we are concerned only for this 1954 
season, and there again it will depend upon acreage, vields, and the 
amount that we are able to move in export, and so forth. The 
reserve for losses against these commodities, which has been set up, 
runs $636 million, which is about 24 percent of the inventories. 

The extent to which we actually incur losses, of course, will enter 
into this. However, that will be recovered in subsequent appropria- 
tions under the operations of the existing law. 

Mr. Berrs. So that it is perfectly possible within a year that we 
may have to consider this thing again in connection with another 
request for authorization? 

Mr. Morse. Yes, sir; that was the situation we found ourselves in 
last December, and the item which would normally appear in the 
regular budget was taken out and submitted for emergency legislation. 
The Senate and House recently acted on the appropriation, because 
we were out of funds. We had used up our borrowing authority. 
We knew in December that we were approaching our borrowing 
authority limit. We realized when the quantity of commodities that 
farmers were submitting for loans began to break away from the 
normal pattern and began to increase greatly, that we would have to 
get this restoration of capital, which we got as of February 12, in 
order to continue the programs. 

As I indicated yesterday, we are between two laws in the operation 
of this Corporation. There is the commitment to farmers, for price 
supports, and it is up to the farmers how much they put under loan, 
or how little. That, of course, depends to a large extent on the 
markets. Then on the other hand we have this ceiling on borrowings, 
with which the Corporation is not primarily concerned until we see 
that we are running out of borrowing authority—a situation which 
we now face. 

Mr. Berts. Do I understand that the Corporation also has author- 
itv to make loans for the construction of storage facilities? Is that 
within the scope of this? 

Mr. Morse. Yes, sir. 

Mr. Berrs. Have you dwelt on that any? Have you told us any- 
thing about what you have done in connection with lending for con- 
struction of storage facilities? 

Mr. Morse. Well, our efforts are not only in connection with 
storage facility loans, but also in connection with the construction 
of CCC storage. Last year we provided addit*’ «al Government 
storage of something over 96 million bushels of ditional storage 
capacity in order to take care of last year’s crops. We have just 
recently put out a statement urging farmers to provide their own 
storage. This is the profitable way for most farmers to operate in 
connection with this price-support program. We are urging them to 
expand their own storage facilities to the needs of their farms, in 
anticipation of the storage shortage we are faced with this year. We 
are hard pushed for places to go with grains and various other 
commodities. 

Through December 31, 1953, 45,000 loans were made on storage 
facilities totaling 173.2 million bushels capacity, to the extent of 
$49.4 million. 
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Mr. Berrs. I notice some statements of some ships being used. 

Mr. Morse. Yes, sir, part of the distortion of the pattern, in the 
operation of the lending program, is, for instance, the increased acre- 
age of wheat in the Northeast where normally, prior to this price- 
support operation, a good deal of wheat that was grown was fed— it 
entered into dairy and poultry feeds. Now the acreage has increased, 
and we are getting a lot of the wheat, and we have to find storage 
for it in areas where normally there was not the need for so much 
storage. Hence we are using ships, here, in eastern harbors, 50 on 
the James River, 75 at Jones Point. N. Y. Recently there have been 
arrangements made for additional ships. More acutely, at the present 
time, the situation in the Pacific Northwest is shaping up where we 
are arranging to get 83 ships at Astoria, Oreg., and 47 at Olympia, 
Wash., into use to get some wheat moved into ships before the new 
harvest. 

Mr. Brerrs. Is there any charge made for storage in those ships? 

Mr. Morse. There are very detinite costs involved, yes, sir, and 
there are costs of getting the wheat into them and out. 

I might add, however, that the costs are not excessive as compared 
with commercial costs, if the commercial storage was available. 

Mr. Berrts. I see. 

Mr. Morse. We are forced into this arrangement and have moved 
into it because of the fact that there just isn’t enough storage on 
farms and commercially to take care of the wheat that has accumu- 
lated, along with other grains. 

We have attacked this storage problem from various angles, and 
one is the occupancy guaranty, on which we have issued contracts 
to the extent of almost 300 million bushels. Not all of that will be 
built in time for the harvest, and cancellations and withdrawals have 
amounted to over 85 million bushels, but we have contracts outstand- 
ing inviting people to increase this construction. ‘That construction 
has been authorized at locations where it is most needed, not only to 
meet the present situation, but to meet future needs in connection 
with handling the grain crops of this country. 

Farmers and commercial storage operators also have the benefit of 
tax amortization—stepped-up write-off. Both farmers and commer- 
cial people have this encouragement to provide expanded storage 
facilities. 

Mr. Berts. One other question: I was interested in the Seeretary’s 
statement that it was not the purpose of the Commodity Credit Corpo- 
ration to interfere with private lending agencies, and | am wondering 
what the practices are, so far as assuring that the loans are not inter- 
fering in any way with loans that might have been made by private 
lending agencies? 

Mr. Morse. We are inviting, as was indicated yesterday, the full 
cooperation of the private lending agencies, and before asking Mr. 
Beach to comment on that further, | might say that we are following 
through the same way in connection with the handling and operation 
of storage, to try to keep it in the commercial channels and on farms. 

However, we have had to expand Government storage because of 
necessity and because of the lack of commercial storage, and of storage 
on farms. 

Mr. Berts. Well I made that inquiry in response to complaints 
we receive from time to time to the effect that it has encroached upon 
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private lending agencies. I just wanted that cleared up’so that if the 
question is put to me again I can tell people who claim there is inter- 
ference with some definite assurance that that practice is not being 
followed. 

Mr. Morse. We would hope that any inquiries or claims of that 
kind might be passed over to us to examine because we are trying to 
watch this big operation carefully. We would like to have access to 
any suggestion that there is interference. 

t is impossible to operate a business of this size without some inter- 
ference, but we certainly want to keep it to a minimum. 

Mr. Beach, you want to comment further on this. 

Mr. Beacu. Just to give you an indication as to how we operate 
with the lending agencies; we encourage them in every way possible 
to make the loans in the initial instance, and to hold the paper in the 
immediate locality where it is convenient to farmers to make repay- 
ment on their loans. 

We do that by allowing them a service charge of approximately a 
half of 1 percent per annum, for making and servicing the loan, in 
addition to the interest they receive. The amount we would pay 
them would be part of the Corporation’s investment in the loans. 

The producer pays 4 percent, however, and if the loan is redeemed 
by the producer, he in effect has paid the interest cost. We would 
pay the service charges. 

e also have a minimum compensation rule so that the lending 
agency is sure to get a minimum of at least $5 on a loan regardless 
of the length of time that the producer may hold it. In other words, 
he may make the loan and sell it to the Corporation any day he wishes. 
Supposing he sells it a week after he made it. The agency would still 
get $5 in interest, which is another means of encouraging the local 
ending agencies to make these loans. 

We have a service contract under which the bank may sell the 
paper to the Corporation, and still maintain custody of the loans and 
warehouse receipts for the CCC on a custodian basis. We pay them 
a fee for that service. 

The aim is twofold, (1) to get the bank to handle the paper, and 
(2) to keep the paper in the immediate locality where it is convenient 
to the producer to redeem his loan if the price gets so that he can. 

Mr. Berrs. Now we say “we are doing that”’ 

Mr. Beacu. I speak of the Commodity Credit Corporation. 

Mr. Berrts. And is that the word that is passed on down to the local 
county offices? 

Mr. Beacu. Yes, sir. 

Mr. Berrts. So that they are the ones, in the last analysis, who are 
charged with seeing that private enterprise is protected? 

Mr. Breacu. That is correct. The county office approves the loan 
papers in the first instance, and hands them to the producer. He 
may go to the local bank or some other bank, or he may get a loan 
directly from the county office in event he doesn’t wish to go to the 
bank. But he is encouraged to go to the bank to get his loan. 

Mr. Berts. That is all I have, Mr. Chairman. 

The Mr. Deane. 

Mr. Deane. Mr. Chairman, I want to express to the Secretary my 
appreciation for his willingness to come back. I am mindful of the 
terrific pressure all of us operate under these days, and I wonder if the 
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cause of that pressure is that we have poor legislation, because we 
perhaps don’t have time to think about it enough. Mr. Secretary, 
what is the need for price support, if there isn’t a surplus? 

Secretary Benson. I didn’t get the last phrase. 

Mr. Deane. I say, what is the need for price support, unless we 
do have a surplus? 

Secretary Benson. I appreciate, very much, Mr. Deane, your 
kind remarks. I would like to say that the President, sensing the 
importance of the legislation that is being considered here this morn- 
ing, granted me permission to leave the Cabinet meeting, after the most 
pressing matters had been disposed of. I am sorry I couldn’t be here 
earlier. 

It is my personal feeling, Mr. Deane, that the agricultural in- 
dustry has been geared up to an industrial economy, and operates 
on a much different basis than it did a generation or so ago, is influ- 
enced much more by market fluctuations in prices, up and down 
movements, and the operation is more hazardous than it was at 
another time, possibly. 

Therefore, price supports can be used and used effectively to give 
some protection, by placing floors under farm prices to prevent undue 
fluctuations. Particularly is that true in the case of commodities 
that are storable, where thev can be carried over from one year to the 
next, to level out the up and down swings. 

Mr. Deane. In other words, I gain, from your answer, that there is 
a need for, and there must be price supports? 

Secretary Benson. Well, 1 don’t know that there must be, but it 
seems to me that they have a place, particularly in the storable com- 
modities and to a lesser extent, possibly, in some of the semiperishable 
commodities, providing there is some flexibility and some discretion 
in their use. 

Mr. Deane. I have heard many definitions of parity. Would vou 
agree on this definition: ‘That parity is a standard for measuring 
prices of farm products, in relation to prices paid by farmers for things 
they buy?” 

Secretary Benson. I think that is a very good definition, Mr. 
Deane. 

Mr. Dreanr. What is the present drop in prices to the farmer, 
covering the things he is having to buy? 

Secretary Benson. Do you mean the index of the things he uses in 
production? 

Mr. Deane. Yes. 

Secretary Benson. I don’t know that I could give you the exact 
figure. Perhaps Mr. Morse can give it to you. He has been dealing 
with some of these figures more recently. 

Mr. Morse. Following Korea 

Mr. Deane. Let’s take wheat, for example. Let’s take the ma- 
chinery, fertilizer, and various elements that go into the things that 
the farmer must purchase to produce wheat. What is the variation 
in price now, as compared with months ago? 

Mr. Morse. These costs of farmers 

Mr. Deane. I am thinking now of a wheat farmer. 

Mr. Morse. Well, that would apply to wheat farmers. The costs 
tend to remain up after a period of inflation. 

Mr. Deane. Do you have figures that you could give? 
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Mr. Morse. The effective measurement is in this parity ratio, 
which, following Korea, started down, from 113 in February 1951— 
100 presumably being in balance. Last January, a year ago, when 
Secretary Benson came into office, it had reached 94. The decline 
during the previous year had been 10 points. It went on down from 
94 to 90 in November. It has since recovered 2 points, so that it 
stands now, as compared with a year ago, down 2 points in the year, 
against a 10-point decline the previous vear. 

That is the overall measurement of the position of the farmer, and 
what has happened to him in these recent years. 

Mr. Deane. That will apply to the wheat farmer, the cotton farmer, 
and the dairy farmer? 

Mr. Morse. It will apply broadly to farmers, because they are all 
purchasers of fertilizer, machinery, gas, oil, insecticides, chemicals, 
and all the things that enter into farming. 

(The following data was submitted by Mr. Deane, at p. 91.) 
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Mr. Deane. What is the average annual income of a farmer? 
Mr. Morse. Could we supply that and have it right, sir? 


(The total income per farm operator in 1953 was $2,212.) 


Mr. Deane. I notice, Mr. Secretary, in a speech vou made in New 
York, Monday night, that vou say it represented about 5 percent of 
the national income, 

Secretary Benson. Yes, in round figures, I think that is the figure 
I used. The farm population represents in round figures about 15 
percent of the population, but the percentage of the national income 
which is coming to farmers from farming is around 5 percent. 

Mr. Dreanr. How does that compare, do you think, with what he 
deserves? 

Secretary Benson. Well, 1 don’t think it is enough, certainly. 

Mr. Deane. And if there hadn’t been price support, do you think 
that percentage figure would be up or down? 

Secretary Benson. Well, that would require considerable analysis 
with respect to various commodities. You see, we have 90 percent 
supports on some of the basic commodities now, but that doesn’t 
necessarily mean that the farmer will get that. 

As an example, corn is being supported at 90 percent, but the 
average price to the farmer at the present time is only 79 pereent of 
parity, and I think that one of the charts that was attached to the 
statement yesterday indicated that over the 20-year period, the 
prices of unsupported commodities had averaged about along the 
same line with the supported commodities, if not a little higher. 

But there are times, certainly, when supports can be used effectively 
to prevent market declines, by the Government providing a floor, and 
by the storing of commodities. However, that cannot go on in- 
definitely if great surpluses accumulate. Eventually, the price level 
will go down regardless of what the support level is, and we are facing 
that situation now in the case of wheat. We are scouring the country 
to try to get enough storage space for wheat, and I don’t know what we 
will do next vear if we should get better than normal vields. 

Of course, we never know what the yields will be. We can’t 
predict those. But it looks as though we will have a carryover of 
something over 800 million bushels, which is enough for a year’s 
supply without any production next vear. So vou reach a point, if 
supports are maintained at a rigid, high level, when the inducement 
of those supports brings in new land, stimulates heavy production and 
you may reach the pomt when eventually the program will collapse of 
its own weight, unless something is done to move the crops into 
consumption. 

Mr. Deane. I am coming to that in a moment. Before you 
came in Mr. Brown was directing a question, or brought out the fact 
that he was concerned about the word “loss’’ being used so fre- 
quently in connection with the price-support program. It has given 
me a great deal of concern. I see the word “‘losses’’ appearing a 
number of times in your statement, and I certainly want to recognize 
the fact, if it is a loss, but I fear we are creating in the minds of the 
nonfarm group the feeling that the farmer has become the ward of 
the Government. 

You don’t think he has, do you? 
Secretary Benson. Well, no; of course I don’t. 
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Mr. Drang. You don’t. 

Secretary Benson. I don’t want him to become the ward of the 
Government, either. 

Mr. Deane. The figures given us would indicate that if the price- 
support program reflects a loss for the years 1933-53 its total for all 
commodities for 20 years is $1,226 million. 1 wonder if the nonfarm 
group realizes the fact, and I wonder if you use this figure occasionally; 
that since the end of World War IT, industry was granted approxi- 
mately $16 billion for reconversion from war to peace to keep 
industrial labor employed. Keep in mind this $16 billion for 
industry and labor, and $1 billion for this 20-vear period, for the 
farmers. We need to remind all our people of the millions and 
millions of dollars that were involved in firm contracts for industrial 
production on a cost-plus basis. What I am saving is not intended 
to array one group against the other. 

Secretary Benson. | understand that. 

Mr. Deane. We need to impress upon the minds of the thinking 
public, through the press, that the farmer has not become a ward of 
the Government when you consider these enormous millions and 
billions of dollars paid to industry. 

I carry it a step further: Within recent vears, $29 billion has been 
given to industry in the form of quick tax amortization. Something 
was said a moment ago, I believe by Mr. Morse, that quick amortiza- 
tions have been given to encourage the construction of storage 
facilities. I don’t know whether the farmer figures in that amortiza- 
tion program for a storage bin. 

Secretary Benson. Yes, sir, he does. 

Mr. Deane. If he does, Iam glad to know that. And also, in the 
President's state of the Union message, he had something like this 
to say, that a proposal or suggestion that business firms would be 
permitted to depreciate their capital expenditures, at a notably faster 
rate than has been previously allowed, without special Government 
permission, 

Taking an additional step, when you think about the so-called loss 
under the farm price-support program, | fear that we are forgetting 
the facts as to what we have honestly done for business. 

Mr. Secretary, in your statement, on page 8, vou say: “We reeog- 
nize the need for Federal aid to agriculture on a very broad scale when 
it becomes necessar, .”’ 

I wonder if you would mind elaborating, Mr. Secretary, on what 
you mean by ‘fon a very broad seale’’? 

Secretary Brunson. May I say, first, Mr. Deane, that several times, 
in public addresses, | have referred to the fact that agriculture is cer- 
tainly not the only segment of our economy that has received sub- 
sidy or other assistance from the Federal Government, and I have 
pointed out some of these other groups. 

I think there is justification for the Government going quite a long 
way during an emergency period, particularly, to induce the type of 
industrial production, or the type of farm production which is needed 
to meet a great emergency, and, of course, that was the reason why 
the high rigid price supports were established. That was the principal 
argument used. 

But there is often a tendency to continue emergency measures after 
the emergency ends and, of course, our agriculture has become great 
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and efficient not because of subsidies, but because the farmer has had 
a maximum of freedom to use the facilities at hand in keeping with 
his very best judgment and in keeping with good farm-management 
practices. 

Now, there have been many things—when I say “broadly,” I in- 
clude much of the work, practically all of the work that is being done, 
for example, by the United States Department of Agriculture, and by 
the land-grant colleges, through the experiment stations and the ex- 
tension services, and what is being done in the field of conservation, 
REA and the various other agencies. This matter of price support 
is only a part of the overall program for agriculture. 

Sometimes I think it is emphasized beyond its importance, relative 
importance, at least, to the farmer. 

Mr. Deane. Right along that line, on page 1126 of the President’s 
budget, among the so-called aids, I notice ‘Aids to air navigation” 
totaling $80 million. 

Ship-operating subsidies, $91 million. 

Navigation aids to Coast Guard, $138 million. 

International aids, economic and technical, $946 million. 

Then I notice, in 1953, current aids and special services, on the 
bottom of page 1121 of the budget, agriculture, $305 million, business, 
$934 million. 

Now, for the new fiscal year, there is going to be perhaps a drop in 
aids to business by some $300 million in view of the economy moves 
and the transfers of Post Office obligations to other agencies. But 
still, agriculture, taking into consideration these things that you have 
mentioned, is still far under what the business economy is receiving 
in the form of aids. 

Now, I move to this question, and I certainly feel, Mr. Secretary, 
that you will not feel that I am being partisan, because I really am 
not. What was the date on which you entered into the purchase of 
butter at 90 percent of parity? 

Secretary Benson. The decision, which I made—if that is what you 
are referring to—as Secretary of Agriculture, was for the marketing 
year beginning April 1, 1953. That year expires at the end of next 
month. 

Mr. Deane. Do you have a figure on just what that has amounted 
to up to the present time? 

Secretary Benson. The total expenditures? 

Mr. Deane. Yes, sir. 

Secretary Benson. We have it here. 

Mr. Bracu. The figure on butter, total purchases from April 1, 
1953, through February 17 of this year, was 280,060,000 pounds, 
roughly. 

Mr. Deane. How loug can you store that butter safely, without 
deterioration? 

Secretary Benson. I am not sure that we can answer that accurately 
because we haven’t had very much experience in the storage of butter 
in Government hands. However, we are trying to watch it very 
closely, and the best judgments that we can get from those who have 
had some experience in the trade would indicate that we could prob- 

ably store it, with a reasonable safety for a period of 1% to 2 years, 
under ideal storage conditions. 
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Mr. Deane. Well, how much of this butter have you sold on the 
on the international market, at competitive world prices? 

Secretary Benson. I don’t think there has been any sold on the 
world market at competitive prices. 

Mr. Deane. I realize that my good friend here from Brooklyn, and 
his constituents, might have something to say about the fact if you 
moved into the w orld market at compe titive world pric es, ata figure 
somewhat lower than what his constituents or even mine might pay, 
but don’t you thiuk that that is something that you should seriously 
think about? 

Secretary Benson. As a matter of fact, it is something we have 
seriously thought about, Mr. Deane. 

Mr. Deane. What do you contemplate? 

Secretary Benson. I don’t know that we are ready to announce 
any plan for disposal. We are working on several possible angles. 
But, of course, we are very anxious to get more of these dairy products 
moved into consumption here, in many areas where there is a need 
for greater consumption of these protective foods—dairy products. 
We think that there is not a great opportunity to move a lot of 
butter in competition with other countries. Normally we don't 
export butter. We do export some dried milk, and of course, we hope 
that we can expand the markets in that field, but normally very 
little butter moves into export. 

Mr. Deane. In other words, it is your feeling that vou wouldn't 
be able to move any appreciable amount of this butter in the inter- 
national world market at competitive prices? 

Secretary Benson. Of course, we don’t know exactly how much we 
could move. We might be able to move some. Of course, the fact 
remains that what has happened, actually, is that butter has been 
priced out of the domestic market. The dairymen recognize that. 
They have been rather slow to recognize it, some of them, but | 
think they generally recognize it now, that it has been priced out of 
the market in competition with other spreads. As a result butter 
consumption, domestically, has declined markedly, while competing 
spreads consumption has increased over the same period. 

Mr. Deane. Let’s move to cotton. What was the purpose of the 
Export-Import Bank? 

Secretary Benson. Well, you probably are in a better position to 
answer that than I. 1] understood it was to help facilitate the financing 
of foreign trade. 

Mr. Deane. And that policy, or the facilities of the Export-Import 
Bank is no longer being fully used. 

Secretary BENSON. No longer exists? 

Mr. Deane. That is right. Has it been abolished? 

Secretary Benson. No; I don’t think it has been abolished. It 
still continues. As a matter of fact, we have been working with the 
bank, as you may know, to provide, for instance, of cotton in foreign 
ports. We have urged and recommended that. 

Mr. Deane. Well, let’s take cotton on the international world com- 
petitive price basis. Have you moved anv of the cotton on to the 
world market at competitive prices? 

Secretary Benson. I can’t give you the quantity, but we have 
moved some, and we are moving some right along. I am sure of that. 
And of course, we hope that we will be able to move more. 
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As I pointed out yesterday, I think, we did lose part of our world 
market when we placed a restriction on cotton to the point where we 
actually placed an embargo on exports. 

Mr. Deane. | know that in the previous administration, and 
perhaps in this one—-and I don’t want to array one administration or 
agency against the other—but I wonder if our State Department, past 
and present, if they are showing the cooperation that they should in 
encouraging the Department of Agriculture to get into this competi- 
tive world market for our surpluses? 

Secretary Benson. That is a matter of opinion, I presume. We 
feel that the cooperation is pretty good, and is improving, as we are 
working with these other agencies, and they come to understand more 
completely the seriousness of our surplus situation today. I think 
they have come to recognize that we have got to move part of this 
into export markets. 

Mr. Deane. This certainly is a program you should seriously con- 
sider; especially when the current budget on international aids, eco- 
nomical and technical, is $946 millions. 

Secretary Benson. Could I comment on that point, first? 

Mr. Deane. Yes. 

Secretary Benson. I have a figure here now that coarse cotton con- 
tinues as the Nation’s most important farm export. In December of 
this year, the sales of cotton abroad were $68 million, which indicates 
that there is quite a lot of it moving in foreign export. 

Mr. Deane. Well, I wonder if that is the reason that the price- 
support program on cotton shows a decided profit? 

Mr. Bracu. The profit on cotton, through December 31, was ap- 
proximately $268 million as shown on the books of the Commodity 
Credit Corporation. 

Mr. Deane. I am glad to have that figure, Mr. Secretary. If we 
were as aggressive with the other crops as we have been for cotton, 
perhaps our surplus problem might be different. 

Secretary Benson. Certainly the cotton industry has been very 
aggressive in promoting its production abroad, and I am sure many of 
the other producers have also. J am not sure. It is very difficult to 
measure. But that profit which you refer to was largely due to an 
increase in price level. It just happened that the Commodity Credit 
Corporation had huge stocks when the inflationary war period came, 
and as a result of that, there were some profits realized. 

It might have been otherwise, and it may be otherwise today unless 
we move a lot more of it into consumption than is being done now. 

Mr. Deane. I wonder if Mr. Beach can tell us about section 32 
funds. I understand that this section provides for the use of 30 per- 
cent of import duties to move farm products in world trade. How 
many dollars have been used in the Jast 2 years for that purpose, Mr. 
Beach? 

Mr. Beacu. How many dollars have been used in the last 2 years? 

Mr. Deane. That is right. 

Mr. Beacu. I don’t have the actual figures here, but my recollection 
is that in the current fiscal vear, and in the most recent fiscal year, 
a total of somethivg over $200 million of section 32 funds were used 
for all purposes. 

Seeretary Benson. | might add, Mr. Deane, that we are using some 
of those funds now to finance these trade missions that are going into 
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Asia and Europe, and South American countries, to help promote the 
expansion and the opening up of markets for our surplus farm com- 
modities. 

Mr. Deane. 1 have this final question, Mr. Chairman, and I 
certainly have been trying to keep my questions directed to the bill, 
but I don’t see how we can keep from getting somewhat into the 
flexible price support program. 

Now, if Congress does nothing, so far as legislation is concerned, we 
will get flexible price support on January 1, 1955, will we not? 

Secretary Benson. Yes, sir, my understanding of the 1948-49 acts, 
which were passed by overwhelming majorities of both parties, is that 
they would become operative. 

Mr. Deane. That being true, under the 1948-49 acts, new parity on 
all crops will be 75 percent. 

Secretary Benson. No; I don’t think that is a fair conclusion at all. 
In the first place, the President has wisely provided setting aside 
two and a half billion dollars’ worth of these surpluses, to be fed out 
over a period of years, and they would not figure in the calculations 
which would determine the price-support level. So it is conceivable 
that the price-support level, after those setasides, may be near what 
they are now, and in some cases even higher than now. 

1] pointed out that in the case of wheat, the support level is 90, but 
the realized price is only 82 percent. 

Mr. Deane. So far as present agriculture legislation, and what you 
would recommend is concerned, Mr. Secretary, what is the basic 
difference? 

Secretary Benson. Well, the basic difference is that the 1948-49 
legislation would become operative, which was passed, as I indicated, 
and was looked upon as long-time legislation for peacetime use. That 
would become operative. The new program would provide for this 
set aside which I have mentioned, two and a half billion dollars. 

It would also provide for placing all the commodities on an equal 
basis as to the use of a modernized parity. It would provide for a 
transition from the old to the modernized parity, in the case of the 
4 basic commodities, still using the old parity, m which there could not 
be more than 5 percentage point changes im any | vear. But as to 
the price level itself, the support level, that would be gaged by a 
formula which is written in the 1948—49 legislation. 

Mr. Deane. I recall the President’s farm message. Had you 
thought, Mr. Secretary, about using dairy products on the same basis 
as he recommended for wool? 

Secretary Benson. No; I can’t say that we have, because we feel 
that the legislation which provides for discretionary support levels in 
dairy products, over the years will give the protection and provide 
the help which the dairy industry will need, and I think it will be 
found to be quite workable. 

Mr. Morse. May I speak to that question, sir? There are two 
basic differences that need to be recognized between dairy products 
and wool. Wool is, first of all, considered a strategic material. 
Congress has so expressed itself. And, secondly, it is an item where 
we import over two-thirds of our requirements. Whereas we are 
producing a great deficit, so far as our domestic requirements are 
concerned, of wool, we are producing more than we are consuming, 
of dairy products. There are two major differences. 
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Mr. Deane. You don’t think it would be worth while to experi- 
ment? Because I would assume that even wool might be worth 
experimentation. 

Mr. Morse. I would not consider it such. I can assure you that 
all of these were thoroughly explored in this very extensive process 
that we went through, in examining what was best for agriculture, 
in the way of a farm program. 

Mr. Deane. Thank you, Mr. Chairman. 

Mr. Brown. Will you yield? 

Mr. Deane. I am through. 

Mr. Brown. You took a mild dig at cotton. 

Secretary Benson. I didn’t intend it to be a dig, sir. 

Mr. Brown. Well, | am sorry I misunderstood you. I do know, 
however, that the Department of Agriculture quoted prices of cotton 
as fluctuating in a narrow range last week, while prices increased in 
the 10 spot markets. Price for Middling cotton, 24.21 cents per 
pound. This compared with 34.11 cents a pound a week earlier, 
and 32.69 a year ago. Prices for Middling, 15 and 16 cotton, were 
120 points above the Commodity Credit Corporation level. I don’t 
see how you can have any loss in cotton this year. 

Secretary Benson. I hope we will not. We are certainly not 
hoping for losses. 

Mr. Brown. I know, but the record shows how much you made 
and I want to stand on that record. I don’t see why you should be 
uneasy about it. 

Secretary Benson. I was simply pointing out, Congressman, that 
most of the profit which we made, if you call it profit, was made from 
old cotton that we acquired from the 1934 and 1937 crops, and then 
was sold during an inflationary wartime period, when we had a gen- 
eral rise in price levels. 1 think that is all I intended to say. That 
was the reason for the profit. 

Mr. Brown. I know, but you have made a profit all along. You 
have made a profit on the cotton you have stored now. 

Secretary Benson. Of course, only time will tell. 

Mr. Brown. I want to bring out the point that the Federal Govern- 
ment, instead of losing money on cotton, has made money on cotton, 
that brought down the losses on other commodities $268 million. 

Secretary Benson. I hope we will not have losses this year. I am 
not as optimistic as you are, probably. 

Mr. Brown. I know, but we are talking about facts. Cotton now 
is worth 120 points above the loans you have on cotton. 

Secretary Benson. Certain grades. 

Mr. Brown. And then you asked that we curtail the acreage of 
cotton, which was done. I can’t see why you are uneasy about it. 

Secretary Benson. Well, 1 don’t think you should say we have 
asked that they curtail acreage. All we have done is to carry out the 
law, as far as the acreage is concerned. 

Mr. Brown. I am not criticizing that. That is right, but IT am 
criticizing your being uneasy about cotton on account of the record of 
cotton. 

Secretary Benson. I am uneasy when we have a full year’s supply 
on hand before we start production for the new year. 

Mr. Brown. We have had that for the last few years. 
Secretary Benson. Mr. Morse would like to comment on that. 
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Mr. Mors. Congressman Brown, the commodity statement which 
has gone into the record will incorporate the other costs that have 
been incurred in connection with the cotton program, which you will 
see adds up to about a billion and a half dollars. When you get the 
section 32 program expenses, and the processing tax, and other costs 
that have gone in, the complete record is expressed, so that the direct 
Commodity Credit Corporation figure is not the total of which cotton 
has been the beneficiary. 

The figure total here, for cotton, is $1,562,900,000. 

Mr. Brown. And all expenses, too, of carrying cotton were paid 
by the producers. They paid the interest, they paid the warehouse 
charges. All of that is paid by the producers. 

Mr. Hays. Is that any different from any other commodity? 

Mr. Brown. I don’t know, but I happen to know that. 

Mr. Hays. I don’t think it is. 

Mr. Murer. Mr. Chairman, May I ask the Secretary some 
questions? 

(Statement off the record.) 

The CHarrman. I might suggest to the committee that the Secre- 
tary has an engagement which he must keep at 12 0’clock and if we 
ean conclude with the Secretary, his staff will be glad, I am sure, to 
continue. 

Mr. Mutter. I will bear in mind, Mr. Chairman, what you say 
and I will try to be very brief. I will eliminate many of the things 
I wanted to ask. 

The CuatrmMan. Mr. Mumma, will you yield way to Mr. Multer? 

Mr. Mumma. I don’t think my remarks would be as profound as 
those of Mr. Multer, Mr. Chairman, so I will yield. 

Mr. Mutter. Thank you, Mr. Mumma. Mr. Secretary, I have 
been following with great interest the things you were saying with 
reference to the farm program, and I am just wondering whether or 
not you have in mind the possibility of—there are several ways of 
repealing laws. Congress can be forthright and repeal a law outright. 
We can let the authorization remain on the books and fail to appro- 
priate money for it. Or the Executive can repeal the law by just 
doing nothing about it. 

I wonder—if I am right, I may be wrong—if I am interpreting the 
things I have read, I would be inclined to say you are opposed to this 
price support program and if that is so, you should say “Gentlemen, 
don’t give us any more money for this Commodity Credit Corporation 
and let the program come to an end.” 

Secretary Benson. Well, of course, that is not true. IT am not 
opposed to price supports, and secondly, I think I have been trying 
to the best of my ability to carry out the legislation which the Con- 
gress has passed. I expect to do that in the future whether I am in 
full sumpathy with all of it or not. I think that is my duty and my 
obligation as Secretary of Agriculture, and if I don’t do it, then there 
are ways of making changes. And I am sure if the law is not working 
as I try to administer it, the Congress has the right to change it and 
will change it. ; 

But it will be our aim to carry out the legislation which the Congress 
enacts, and the President’s message embodies my feeling regarding 
price supports and their place in a farm program, and | think the 
have a place. I think the Corporation is rendering a service to agri- 
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culture, and I would like to see it continue to render the service, even 
a greater service than it is rendering now. 

Mr. Murer. What was the butter price support for the year 1952, 
ending April 1, 1953? 

Secretary Benson. Ending April 1, 1953? 

Mr. Mutter. Yes. 

Secretary Benson. It was 90 percent of parity. 

Mr. Mutrer. It was 90 percent? 

Secertary Benson. Yes. 

Mr. Mutrer. All you did was to continue the 90 percent? 

Secretary Benson. Yes, for 1 year. 

Mr. Mutrer. Yes, for the 1 year ending now, and then for the 
new year, beginning April 1954, you have announced that it would 
be cut back to 75 percent? 

Secretary Benson. Yes. 

Mr. Muurer. What was butter selling at on the retail market during 
the year ending April 1, 1953? 

Secretary Benson. | couldn’t give you the exact figure, but-—— 

Mr. Mutrer. Approximately. 

Secretary Benson. Approaching 80 cents a pound, I am told; 
78 or 79 cents, for the top grade, that is. 

Mr. Mutrer. And about April 1, 1953, you had on hand, that is 
Commodity Credit Corporation, had in storage, about 11 million 
pounds of butter? 

Secretary Benson. It was a relatively small quantity. I stand 
corrected; it was 127 million pounds. 

Mr. Beacn. That was in 1951, 2 years ago. The CCC owned no 
butter during most of the calendar year 1952. 

Mr. Mutrer. In 1953 it was one-hundred-and-twenty-seven-odd 
million pounds. 

Mr. Breacu. Yes. 

Secretary Benson. Yes. 

Mr. Mutter. That is the time the price was 78 or 80 cents a 
pound. 

Secretary Benson. Yes. 

Mr. Murer. Now we have on hand, or Commodity Credit Cor- 
poration has on hand, almost 280 million pounds, in storage, of butter, 
is that correct, and during this year the retail prices run about 72 to 
75 cents a pound. 

Secretary Benson. Do you mean this current year that we are 
just ending? 

Mr. Mutter. Yes. 

Secretary Benson. Well, the inventory figure is about right, but 
we don’t have an exact figure on the retail price here. It has been 
running something nearly 80 cents. Ninety percent of parity for 
1953-54 was a little lower than 90 percent of parity for 1952-53 so 
there was actually a 2-cent drop in price because of the change in 
varity. 

Mr. Murer. And J think for the first time in 15 years you have now 
authorized Danish butter to be imported into the country? 

Secretary Benson. No; I think I have not authorized Danish but- 
ter to be imported. 

Mr. Hays. Somebody has. 
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Secretary Benson. I would like to have Mr. Richards comment 
on that. 

Mr. Ricuarps. Mr. Multer, prior to this year, imports of butter 
were controlled by section 104 of the Defense Production Act, which 
expired, and they are now under control of section 22 of the Agricul- 
tural Adjustment Act. Section 22 of the Agricultural Adjustment 
Act does not permit a complete embargo so there is a small quota 
which Denmark and some other countries share in. I think the total 
quota is less than a million pounds a year. 

Mr. Mutrer. That is selling in New York at 89 cents a pound. 

Mr. Ricuarps. I don’t know what it sells for. 

Secretary Benson. It is a specialty product. 

Mr. Hays. But every pound of Danish butter coming in displaces 
a pound of American butter, isn’t that right? 

Mr. Ricwarps. I would think so. 

Mr. Hays. So the Government buys pound for pound of American 
butter to take the place of it. It is just as simple as that, isn’t it? 

Mr. Ricuarps. It is a very small quantity. 

Mr. Hays. Never mind if it is a small quantity. That is what 
happens. 

Secretary Benson. That is right. 

Mr. Mvuurer. Mr. Deane asked the question about butter being 
moved into the international trade on a competitive basis. Is any 
being moved in a noncompetitive basis, that is at a low price? 

Mr. Beacu. We haven’t sold any butter in this fiscal year in the 
international trade; no, sir. 

Mr. Ricuarps. There are some donations under section 416, Mr. 
Multer, not sales. 

Mr. Mctrer. | don't think anybody is going to object to those 
donations. 

Secretary Benson. They were in the Christmas packages, weren’t 
they? There were some sales to the Army that went abroad, of 
course, as you know, and were used abroad. 

Mr. Mutter. That, I suppose, strictly speaking, could be said to 
move into the international trade because had we not supplied it it 
would have been bought abroad. 

Secretary Benson. That is right, and in earlier years much of it 
was bought abroad. Seventeen million pounds went to the Army 
that might normally have been bought abroad. 

Mr. Murer. As I understand it, vou are going to try to move 
these stored commodities into the market, into foreign market, mainly? 

Secretary Benson. Well, we would like to. Of course, we want to 
move them into foreign markets, and into domestic markets, too. The 
purpose of production is consumption, and | mentioned yesterday 
that one of the reasons we have strengthened our marketing services 
in the Department is to aid in solving this very problem. We feel 
there is much that can be done to expand foreign as well as domestic 
markets. 

Mr. Muurer. We can’t move it into the domestic market under 
existing law, except at market price. 

Secretary Benson. Except for relief and other types of distribution, 
school lunch and outlets of that sort. 

Mr. Metrer. Excluding so-called giveaway program; and [| 
don’t say that invidiously. The giveaway program the Congress 
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has approved, excluding that we can’t move it into the domestic 
market except at market price. 

Secretary Benson. I don’t think that is true on perishables. If 
oe are in danger of deterioration we can lower the price to move 
them. 

Mr. Mutrer. So one of these days you are going to get to the point 
with this butter where we are going to have to give it away at a very 
low price on our domestic market. 

Secretary Benson. We can’t continue to store it, certainly. 

Mr. Hays. Why not have a 1-cent sale? 

Secretary Benson. That has been proposed. 

Mr. Mutrer. What is wrong with the proposal offered by the 
National Milk Producers Federation, to move that butter into the 
domestic market? 

Secretary Benson. We think it has a lot of merit, Congressman. 
As a matter of fact, our National Agricultural Advisory Commission 
studied it. They saw some difficulties in the way of it, but there was 
much to commend it. 

Mr. Mutter. What I am getting at is this: We representatives of 
the big cities have always taken the position that we must help agri- 
culture to be prosperous. ‘Their prosperity is our prosperity and ours 
is theirs. My consumers and taxpayers are getting tired of paying 
for these products twice. We pay for them out of our tax money 
when we subsidize or give this money into the price support program, 
and then we pay for it again as consumers at the high price. I think 
you are doing the right thing on wool, and there we are dealing with 
an item that is not perishable. If you are going to do that on wool 
and give the wool producer the direct payment and let that move olf 
into the market so the consumer doesn’t pay for it a second time, 
I don’t see why you do not do the same thing with these perishables. 
Particularly with butter. Is there an answer, sir? I would like to 
give it to my constituents. We want to continue to support the 
farm program if we can. Frankly as of this moment, we don’t see 
how we can. 

Secretary Benson. Well, of course, you are referring to the fact 
that we have some of these products priced out of the markets, and 
to the cost and the danger of loss involved. We don’t have that 
danger, of course, in wool. The dairy industry doesn’t want that 
type of program, in the first place, and I think the flexible program, 
which is recommended for dairy products, will pretty well meet the 
needs of the industry. And those we consulted with in the industry, 
and out, seem to have that opinion. 

Mr. Hays. Whom do you mean by the dairy industry, Mr. Secre- 
tary? That is a vital thing. 

Secretary Brunson. I know it is. We have consulted with a lot 
of people. 

Mr. Hays. But the people who benefit mostly by the kind of pro- 
gram we have now are the processors of dairy products, aren’t they? 
I am interested in the farmer, the prime producer. 

Secretary Benson. So are we. 

Mr. Hays. And I think that is who the Department of Agriculture 
should be and probably are interested in. 

Secretary Benson. That is our major interest, the producer, of 
course. 
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Mr. Hays. Who is the dairy industry? When you use that term, 
who is the dairy industry? I am not trying to start an argument, 
but I want to know for the record, so we will know whom we are 
talking about. 

Secretary Benson. When we refer to the dairy industry, we start 
with the farmer. That is the major part of the industry. But we 
also consult with other segments of it. Primarily we refer to the 
farmers and their representatives. 

Mr. Hays. You think the farmers would not want a program that 
would put more money in their pockets and less in the pockets of the 
processors? 

Secretary Benson. He would like to get as much money in his 
pocket as he can, but he doesn’t want to give up his freedom of opera- 
tion and succumb to Government regulation and control to get the 
money and doesn’t want a program that will price his commodity out 
of the market. 

Mr. Hays. I am not familiar with your wool program, but are you 
going to do that to these people producing wool, these dire things you 
say? 

Secretary Benson. Well, the wool situation, as Mr. Multer pointed 
out, is different. The Congress determined that it is a strategic item 
and they have set a production goal of 360 million pounds and in 
order to reach that goal there is going to have to be some help, to 
get that production. If the Congress determines they don’t want a 
wool industry, that is one thing. If they want it because of its stra- 
tegic importance, then it is a question of how we are going to get the 
production goal they have set. 

Mr. Hays. I ean’t quite reconcile the fact that it is good for one, 
whether it is a strategic product or not, and is not for another. I 
think the program will work with all commedities or with none. 

Secretary Benson. Of course, the dairy industry, through the 
years, has worked out very well, without a direct subsidy program. 
The price supports tend to level out marked fluctuations up and down, 
through storage, and the dairy industry can stand on its own feet, 
through the years. It has done so. And it has done a good job. 

Mr. Hays. I agree with you. But as I pointed out yesterday, and 
I don’t want to monopolize the time, you have now a situation where 
you are supporting at 90 percent of parity the things the dairy farmer 
must use to produce that milk and you have cut him to 75. That is 
the crux of the situation. 

Secretary Benson. Yes, sir. 

Mr. Hays. I think the dairyman will go along with you if you put 
their product on the parity of what they have to buy. 

Secretary Benson. I think that is true. That is what the program 
which the President recommended will do. 

Mr. Oakman. Will the gentleman yield? 

Mr. Hays. I am sorry, but I don’t have the floor. 

Mr. Mutter. If the chairman has no objection, I yield. 

Mr. Oaxman. In our town, milk is around 24 cents a quart, and 
they tell us that 6 cents of that is just a delivery charge. Now, I 
don’t know how you are going to take any away from that to give any 
more to the farmer. Maybe the farmer gets 6 cents. Maybe the total 
delivery cost is 6 cents. Maybe you are talking about the 12 cents in 
between. I don’t know how you are going to cut that delivery. 
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Mr. Hays. I have a lot of friends processing milk. I have argued 
with them that milk industry has done very little in the past 50 years 
to modernize its methods of getting the product from the producer to 
the consumer. They still go in for this quart-a-day delivery, for 
instance, which they did 50 vears ago. 

Mr. Oaxman. They deliver every 2 days now. 

Mr. Hays. Well, they could deliver less frequently. That would 
be one thing. But they want to stick to this quart-a-day business, 
in many places, or 2 quarts a day, and when you have some fellow 
come along with an idea of getting more for less, that is the trouble. 
They keep saying there is a surplus of milk. If you read the records 
of people who are turned down for physical reasons, these 18-year-olds, 
turned down by the Army, I think you will agree that milk is a 
strategic commodity, too. 

Mr. Oaxman. But then, Mr. Chairman, we talked about that 
processor and I know in Detroit and Toledo, a substantial numbec of 
a dairies, which are the processors, I take it, have gone 

roke. 

Mr. Hays. That is right, I agree with you. 

Mr. Murer. You just made the point I was going to ask the 
Secretary, which is this: Aren’t we supporting the prices in the wrong 
place, so far as the dairy industry is concerned? Instead of giving 
the money to the processor, we should go to the source and see that 
the producer gets the price support, so that that milk is moved as 
milk to the children of the country who need it and can’t afford to 
buy it today. 

Secretary BENson. Of course, there are some new factors that have 
come into the picture that will tend to correct a part of this. For 
example, there is an increasing use of powdered milk, which can be 
reconstituted, and there is a greater use of the larger containers, which 
has been mentioned. Certainly there is much we can still do to 
increase the efficiency of the marketing of milk, as has been done in 
other commodities. We can’t deal with them all on the same basis. 
We must recognize commodity differences and milk is one of the 
very complicated ones when it comes to marketing. I agree there 
is room for greater efficiency in marketing and distribution. 

Mr. Mutter. There is something basically wrong with this pro- 
gram, either in the law, or somewhere along the line. Somebody 
must come up with a solution to it. 

When vou had a higher price on the market, on the retail market, 
we had less stuff accumulated. The price drops, and instead of it 
going into the market it goes into CCC warehouses. You said it 
was priced out of the market—more of it went into the market at 
80 cents than at 75 cents. At 75 cents, it is going into storage where 
it will eventually spoil or be given away. 

Secretary Benson. Of course, that is not wholly true, but there 
were some other factors this past year. For example, one-third of 
our total beef supply comes from cull dairy cows. The price of beef 
cattle was relatively low this year. That discourages culling. Any- 
one who has been in the dairy business knows that. You hold back 
your cows if you think the beef price is going up in a year or so and 
you milk the cow for an extra lactation period, maybe two. 

That has been a very important factor this past year, with low 
beef prices. Now, with beef prices strengthening considerably, we 
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anticipate there will be more culling this coming year. No one knows 
how much, of course, but that is an important factor in the very 
point you mentioned. 

Mr. Hays. Will you yield right there? 

Mr. Muurer. Yes. 

Mr. Hays. Mr. Secretary, there is one point I would like to 
bring out and then I am through as far as this butter thing is concerned. 
You support butter. Out in my area the milk companies buy milk 
on a 4-percent basis, and then they pay a premium for butterfat, 
when the item you really want to produce is milk, but not butterfat. 
But they pay the producer a premium for every tenth of a point above 
4 percent that he produces that milk, and for every tenth of a point 
below, they penalize him. So that you have got the thing pegged 
on the butter and you put a premium on producing milk with a high 
butterfat content, which is hard to sell; women don’t want to buy 
it because they think it is fattening and the whole thing hinges on 
this butter-support program. It ought to be a milk-support program. 

Secretary Benson. I have a lot of sympathy for your comment. 
Of course, under the law, however, we are required to provide price 
support for milk on a butterfat basis. 

Mr. Hays. Then come in with some recommendations for changing 
the law. 

Secretary Benson. I think they will be coming. 

Mr. Chairman, I have a meeting with other Members of the 
Cabinet at 12:15. 

The Cuatrman. I think we should meet the Secretary’s desires. 
After all he had to leave a Cabinet meeting early this morning. 

Secretary Benson. Probably we were at fault in the planning. 
We anticipated only one morning. I have made some commitments 
which cannot very well be adjusted. 

Mr. Mutter. Mr. Chairman, I am awfully sorry that the Secretary 
had to leave. I want to make this statement now. I am going to 
address some of my questions to him in writing and then incorporate 
it in our record if | get the answers back in time. 

I want to say now that I want the record to show that I was going 
to pursue the question of certificates of interest. In my opinion, 
as one lawyer, I think that what has been done there is a violation 
of the law. I am going to set forth the facts and the relevant law 
in my questions, propound them to the Secretary and ask for his 
answer for the record. 

With that I have just one other question, and that is this: 

Mr. Morse, can you prepare for us, and make part of this record, 
a compilation which will show whether the big farmers or the little 
farmers are getting the benefit of this price-support program? 

I have been told that of the farmer population about 5 percent 
get 85 percent of the price support income. I would like to know 
whether it is fact that the small farmer is getting no benefit from this 
price-support program? 

Mr. Morse. We would be glad to supply that. Some of those 
figures are in the President’s statement, pointing out that there are 
about 2 million farmers that get the primary benefit, as against about 
3% million who get little or no benefit, and even pay some of the 
costs of the price support. 
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Mr. Mutrer. Can we have a breakdown as to the amount that a 
farmer gets, with a 28-acre farm, and a man with a thousand acre 
farm? I think vou ought to be able to show that. 

Mr. Morse. We will be glad to prepare a statement for the record. 

With reference to your question whether the big farmers or the little farmers 
are getting the benefit of this program, we are inserting a sjatement which indi- 
cates a wide margin between the average size loan and the largest loans made 
on 1953 crops—corn, cotton, and wheat. 


Comparison of largest loans made by CCC on 1953 crop corn, cotton, and wheat with 
estimated average loan, by States 


Corn Cotton Wheat 
State Average 5 ‘AY | Average 5 Avera: Average 5 Niel 
| largest | largest largest 
| loans | loans : loans 
! 
| 

$8, 334 755 | $100, 712 $318 
Arkansas. 1, 809 1,378 | 192, 517 407 
Colorado 6, 628 2,031 |-.... 
Delaware ____ 15, 029 5 
Florida 4, 308 1 
17, 822 
eee real 891 77 479, 535 372 19, 565 2, 786 
ee ee a 50, 578 1, 994 153, 191 395 39, 668 1, 695 
Nebraska. 75, 961 2,7 
34,179 7, 500 
New Jersey_... 20, 393 1, 880 
New Mexico__. 26, 680 2, 000 
North Carolina. 14, 234 765 
North Dakota___- 7, 064 720 71, 253 2, 890 
Oklahoma. 7 41,161 2, 367 
2 176, 5388 6, 293 
Pennsylvania__._..- 389 12, 370 S18 
South Carolina. - 14, 258 918 
South Dakota. _. 65, 060 1, 400 
Tennessee _ 5 21,911 1,000 
1,855 75 219, 72, 548 1,900 
Washington 9 Se) 219, 968 10, 500 
Wisconsin. 5, 659 1, 200 


Mr. Parman. I ask unanimous consent for the Secretary to file 
an answer to the statement I am filing with regard to these certificates. 
The Cuarrman. That may be filed. 
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I request Secretary Benson to file a breakdown by years from October 1933 to 
date showing: 

1. Amount of certificates or notes held by local banks or private banks under 
ageney lending agreement. 

2. Amount of certificates of interest, notes, or other obligations sold to private 
banks to finance the CCC program. 

The last 3 vears—1951, 1952, and 1953 to date, include interest rate paid in 
each classification. 

3. Amount carried by Treasury. 
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(The information requested follows:) 
U.S. DeparTMEN? or AGRICULTURE, Commoprry Crepir Corporation 


Pape I.—Borrowings or guaranteed obligations to purchase outstanding at end of 
fiseal year 
[In thousands of dollars] 


Direct borrowings Guaranteed obligations to purchase 
Fiscal year | | | | Clots ou 
| otton ier 

| RFC Public Treasury | Banks | ay certificates | certificates 

| sams of interest | of interest 
June 30,1935...) 148,218 
Jone 30,3008... 206,179 |__ 
June 30, 1940. 406, 794 25, O00 |...._- 
June 30, 1942... 701034 0.000 116, 958 52, 629 
June 30, 1943. 411, 596 | | 107. 265 251, 427 178, 426 
411, 596 | 000 277,017 89.550 
June 30, | 281343 9.025 | 
June 30, | 000. | 40,330 | 37, 510 | 1, 082 
June 30, 1948... = , 000 | 36, 250 13, 483 | 3,710 | aoe 
June 30, 1949. .-| 169,000 | 9, 353 | 345, 970 | 178, 434 
June 30, 1950. ....|. EA . | 3, 000 201 | 350, 487 92. 826 |.... a 
June 30, 1952____- | 000 44 47, 130 
Dee. 31, 1953____- | | 3, 948. 000 | _-| 1,038, 950 867, 353 351, 882 


TABLE II.—Borrowings or guaranteed obligations to purchase incurred during the 
fiscal year 
[In thousands of dollars] 


Direct borrowings Guaranteed obligations to purchase 
Fiscal year . Individual Cotton Other 
RFC Public Treasury Banks loans _ CeTtificates | certificates 
| ans | of interest | of interest 
| | | 

5.000 | 153,061 | 
000. | 424, 580 | 299, 974 sand 
7.000 | 539, 424 | (') 
516. 000 | 311, 716 (‘) 
6, 000 | 217,177 | (‘) 1, 082 
5. 000. | 124, 164 | 144, 458 | 
7, 000 159,810 | 1,157,174 | 
552. 000 93. 362 | 1,595, 487 | OR 
.| 724,000 | 70, 028 633. 545 | 

1954 (1st 6 | | | 
months) 2, 002, 000 j...........-| 1,383, 583 | 6 936, 127 6 357, 246 

| 


! Data not available on volume of operations in this form. Outstanding obligations are reflected in table I. 

2 Includes 1 borrowing of $1,250 million which was not utilized in operations and which was repaid in a 
few days. 

3 Includes $900 million borrowed to refinance outstanding obligations and 1 borrowing of $1,196 million 
which was not utilized in operations and which was repaid in a few days. 

4# Includes $1,565 million borrowed to refinance outstanding obligations. 

5 Includes $801 million borrowed to refinance outstanding obligations. 

* Of these amounts $449,127,000 of cotton certificates and $357,246,000 of other certificates represent re- 
financing of loans originally financed by lending agencies or borrowings from Treasury. 
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INTEREST RATES PAID TO PRIVATE LENDING AGENCIES ON LOAN OBLIGATIONS PUR- 
CHASED BY CCC, JULY 1, 1950, TO DECEMBER 31, 1953 


The rate of compensation paid to private lending agencies from 194] through 
loan operations for the 1951 crops was 1.5 percent per annum. This rate of 
compensation included payment for services as well as interest on money. 

On loan operations for the 1952 crops, the total compensation was increased to a 
rate of 2 percent per annum, which also included compensation for services as well 
as interest on money. 

On loan operations for the 1953 crops, the compensation was increased to 2.5 
percent per annum including payment for services and applicable to 1952 crop 
loans during the extension period for such loans. On September 22, 1953, this rate 
was adjusted upward to 3 percent of which 2.5 percent per annum was for interest 
on money and 0.5 percent per annum was payment for services. 


Percent 
Interest rates paid to Treasury—J uly 1, 1950, to Dec. 31, 1953 per 
annum 
July 1, 1950 to June 30, 1951............. 1. 250 
July 1, 1951 to June 30, 1. 500 
July 1, 1952 to Feb. 28, 1953_____ 2. 000 
Mar.2, 1083 to: dime 30: 1963... 2. 125 
July 1, 1953 to Sept. 30, 1953___- : 2. 500 
Oct. 1, 1953 to Oct. 31, 1953__- 2. 375 
Nov. 1, 1953 to Nov. 30, 1953__._....-...- : : 2. 125 
Dec: 1, 1963:to Dec. $1, 1953... 000 
Composition of outstanding obligations with Treasury at Dec. 31, 1953 
At 2. 500 percent per $2, 657, OOO, OOO 
At 2. 375 percent per annum___-________- é 312, 000, 000 
At 2. 175 percent per 238, 000, 000 
At 2. 000 percent per 741, 000, 000 
Total outstanding at Dee. 31, 1953_____-_----- 3, 948, 000. 000 


INTEREST RATES PAID ON DEMAND BORROWINGS FROM PRIVATE BANKS-—JULY 1, 
1950 TO DECEMBER 31, 1953 


The use of this type of financing in 1951, 1952, and 1953 represented the liqui- 
dation of operations involving 1950-crop wool and operations involving 1950- 
and 195l-crop peanuts. The rate of compensation paid on borrowings for these 
wool operations was 1.5 percent per annum and on the peanut operations 1.25 
percent per annum. The compensation included fees for services and interest on 
money ~_ the difference in rates was due to the difference in amount of services 
required. 


INTEREST RATES PAID ON CERTIFICATES OF INTEREST JULY 1, 1950 TO DECEMBER 31, 1953 


The rate of interest paid on certificates of interest in cotton was 1.5 percent 
per annum until the 1953 loan program. 

With the beginning of the 1953 crop cotton-loan program, certificates of 
interest issued to lending agencies which originally disbursed the loans bore 
interest at the rate of 2.5 percent per annum. 

Certificates of interest issued on October 28, 1953, against a pool comprised of 
loans on grains and commodities similarly handled bore interest at the rate of 
2.5 percent per annum, 

Certificates of interest issued on December 17, 1953, against cotton loans 
placed in a central pool bore interest at the rate of 2.25 percent per annum. 

Certificates of interest issued on February 2, 1954, against both cotton and 
grains bore interest at the rate of 2.125 percent per annum, 


Mr. Mumma. Mr. Chairman, I have so many notes here I don’t 
know where to start, but I do think that if we think talk is cheap we 
should realize it is very expensive. We have been spending a million 
and a half dollars since we have been talking here, for these storage 
facilities. We are talking about bins, and ships, and everything, and 
my point is this: The basic facts here are, first, that there is too 


INCREASE BORROWING POWER OF CCC 89 


much land being devoted to growing products of which we have an 
overproduction. 

Secondly, as soon as you start to solve your problem you tramp on 
somebody’s toes, whether it be the Danish fellow with the butter, 
or the Venezuelan with the oil. 
py ‘My question to you, about which I think something ought to be 
done, is this: Can we make synthetic rubber out of this wheat? I 
know we can, but what would be the price differential? We are go- 
ing to waste a lot of this money anyhow. 

The chairman suggested how about putting it in the gas tanks of 
automobiles. I know the Germans used wood alcohol for a while. 
Have we any definite project for getting rid of some of that that way 
or would it be possible? 

Mr. Morse. It would be quite possible to do so. We have been 
reluctant to take the losses and to move in the direction of using items 
that have been grown, produced, at a cost for food use, and where 
there is food need, until we were certain that we would not have the 
mechanism to move it into food use, which is a much higher use. 

Mr. Mumma. Yes; but it is spoiling all the time. 

Mr. Morse. Well—— 

Mr. Mumma. The wheat is. And they wouldn’t spoil it for alcohol 
if it was unfit for human consumption. 

Mr. Morse. One of the moves that we made in coming into office 
was to start rotating stocks, and we are closely watching these stocks, 
and rotating them, with the idea of keeping them in condition. 

We do not have them completely on a current basis, but, with 
storable items, such as wheat and corn, by rotation of stocks they can 
be kept in condition. 

Mr. Mumma. If I have a criticism of your testimony it is all along 
that line. All your efforts are directed toward doing this, doing that, 
everything except getting rid of it in some markets where I think you 
can. 

Mr. Morse. I am sorry we have left the wrong impression. 

Mr. Mumma. Well, I have four pages here of it. All this has been 
everything except getting rid of it where it won't hurt anybody else. 

Personally, look at potatoes. There was a surplus of potatoes. 
We gave somebody in Philadelphia a contract for making potato 
alcohol and potato flour. Potato alcohol is no different from wheat 
alcohol. I don’t know. Can it be gotten rid of this way, or not? 

Mr. Morse. If we are willing to take the loss on these, and to use 
food products for something other than food, we can get rid of the 
supplies. 

Mr. Mumma. Well, I don’t think the American people would object. 
It is just a question of time until you are going to have to waste a lot 
of it anyhow. 

Isn’t this true, that there are some countries in the world where 
you can’t give butter away because they don’t have the refrigeration 
to use it? 

Mr. Morse. Yes, sir; when you get into perishable commodities it 
is difficult to move them into some countries. Also you run into the 
fact that they are not accustomed to using certain items, and that is 
part of the market development that we are undertaking. 

If we get the flexibility which the President has recommended, and 
the liberalization for disposal, which is part of the recommendation. 
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Mr. Mumma. Liberalization? 

Mr. Morse. Yes, sir; for disposing of products, in keeping with 
his message to Congress. We can move these products into primary 
uses, without spoilage, and eventually get production and consumption 
into balance. 

Mr. Mumma. Yes, but you have got to do something before the 
next crop starts coming in. That is one of your worries, too. I 
would certainly like to see something done, or a good reason why it 
cannot be done, in getting this wheat moved. 

Mr. Morse. I am very much interested in your discussion. 

Mr. Mumma. Will you try to get something on that? 

Mr. Morse. Yes, sir. 

(The data requested follows:) 


DIVERSION OF SurPLUS GRAIN INTO INDUSTRIAL USsEs 


The domestic use of grain in other than feed, food, and beverage outlets is quite 
small. A few million bushels of grain are used each year in the manufacture of 
ethyl alcohol which is denatured for industrial use. Possibilities of really large 
seale diversion of grain to industrial uses also involve its conversion into ethyl 
alcohol. 

In 1953, United States production of ethyl aleohol for industrial use was equiv- 
alent to about 225 million gallons of pure aleohol. Most of this was manufactured 
from blackstrap molasses or was produced synthetically. If this quantity of 
alcohol were produced from corn, about 90 million bushels would be required. 

Ethyl alcoho! has been used as an additive to gasoline in a number of foreign 
countries, and experimentally in this country. Addition of moderate percentages 
of aleohol inereases the quality or octane rating of the gasoline. Special devices 
have been developed which inject aleohol into an automobile engine at the par- 
ticular times when maximum power is needed. Alternatively, aleohol ean be 
blended with gasoline in the fuel tank without requiring a special injection device. 

Conceivably, very large quantities of aleohol could ultimately be used in motor 
fuel. However, methyl and isopropyl alcohols, synthetically produced, seem to 
function about as well as ethyl alcohol for this purpose and would compete with 
it. Assuming that the use of ethyl aleohol as a gasoline additive did expand 
substantially, this expansion would most likely be based on blackstrap molasses 
and on synthetie production. A sizable subsidy would be required to make grain 
a competitive raw material for production of ethyl alcohol. Under some cir- 
cumstances, this subsidy might be weighed against the alternative costs of stor- 
ing surplus grain for an indeterminate period. Assuming byproducts values 
cover processing costs and considering the present price of aleohol at refineries 
of approximately 43 cents per gallon, wheat would be worth about 89 cents per 
bushel and corn about 90 cents per bushel as raw material for alcohol production. 

The widespread introduction of alecohol-gasoline blends would present complex 
marketing problems. The use of jet injection devices on existing motorears at 
the present time is very limited. Large increases in the use of such devices might 
have to wait upon their adoption by some motor car manufacturers as a standard 
feature. 

The Department of Agriculture has conducted considerable research In this 
field and is keeping in close touch with possible commercial developments. How- 
ever, it does not seem probable that this outlet can be developed to large dimen- 
sions over the next 2 or 3 years. It cannot be counted on to make a major con- 
tribution to the disposal of our existing grain surpluses. 


Mr. Mumma. Do you have a big department that could work on 
getting rid of this stuff? We have two of these synthetic rubber 
plants that are in storage, you might say. I don’t know, probably 
the minute you start to make synthetic rubber the British will be over 
here saying they cannot sell the natural rubber, but I certainly would 
be happy if I could have said something here to stir you fellows up to 
getting rid of this stuff. 

Thank you. 
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Mr. Deane. Mr. Chairman, I ask unanimous consent that there 
be inserted in the record of these hearings, all of page 5 of Economics 
Indicators for the month of February 1954. This reveals, in graph 
form, and in figures the prices received and paid by farmers for the 
period 1949 to January 15, 1954. 

The CuarrmMan. Without objection, that may be done. 

Mr. Deane. Mr. Chairman, I would like for this table to appear in 
the record where I was questioning the Secretary on prices paid by 
farmers. 

The CuatrmMan. That may be done. 

(The document referred to appears at p. 70.) 

The CHatrman. Mr. Hays. 

Mr. Hays. Mr. Morse, you say if you get this flexibility—I don't 
know how you put it exactly, but you gave me the impression that if 
you get this flexibility that is going to solve a lot of your problems. 

Mr. Morse. Yes, sir. 

Mr. Hays. I will tell you what I think is going to happen and then 
youcancomment. If you get the flexibility, and you cut your support 
price down to 75 percent, that farmer is going to plant that much more 
of something else, maybe he will be limited on the particular crop, but 
he is not gomg to take a cut in his income if he can help it, so he is 
going to produce something else, and you are going to get more pro- 
duction because he is going to try to make a living and keep his income 
from being cut. 

I will tell you what you are going to have in dairying. If you have 
a fellow who is milking 40 cows, and you cut him down to 75 percent 
of parity, he is going to try to milk 50. So he will have the same 
income next year that he had last. 

What about that? 

Mr. Morss. That may be the short-run effect on some farms. The 
long-term effect, and this is not an opinion, it is a statement of fact, 
is that production tends to adjust to what the market needs and the 
long-run effect will be that farmers will get more income, they will 
manage their farms better, and their net Income will be increased. 

I used the spectacular example yesterday of the situation that we 
have now, of a housewife paying at the rate of 120 percent of parity 
for bacon and ham, and we have all of this corn in storage. 

Mr. McCarruy. Would the gentlemen yield at this point? 

Mr. Hays. I yield. 

Mr. McCarrnuy. I believe the Secretary said that the support price 
on corn is running around 80 percent. 

Mr. Hays. No, he said the support price is 90 percent and corn is 
selling actually at 80. 

Mr. McCarruy. The actual effect of it in the market is that it is 
around 80 percent. 

Mr. Morse. Yes, sir; the fallacy, of course, is treating corn as a 
cash crop. 

Mr. McCarrny. I am not arguing that point, but as I understand 
you, you say the high price of pork is due to the high price of corn, and 
the Secretary says that corn is bringing only about 80 percent of 
parity, yet you say that corn is responsible for 120 percent of parity 
on pork. How low are you going to have to reduce the price of corn 
to bring pork down to 100 percent of parity? 
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Mr. Morss. The inducement is in the direction when the farmer 
has the choice of storage for Government support prices. 

Mr. McCarruy. How low do you estimate you are going to have 
to reduce the price of corn to bring pork to a hundred percent of 
parity, which seems to be vour objective? 

Mr. Morsz. With flexibility in farming operations, and farming has 
been my business, and I know from 26 years in managing farms what 
farmers tend to do, the response that you would get would be that 
you would bring both corn and hogs nearer to the hundred percent 
level. It is balance that we want. Now, you never get a perfect 
balance and maintain it. You will get an overproduction or an 
underproduction of hogs temporarily. But you will hold both of 
them, with a flexible program, closer to the hundred percent, than we 
now have, under this present situation. 

Mr. McCartuy. Do you mean that if we had a program which was 
flexible that the cost of corn would rise, and that would have the effect 
of lowering the price of pork? 

Mr. Morss. The long-run effect would be—— 

Mr. McCarruy. That is a new economic theory to me, but I hope 
you can make it work. 

How long a run would this take? 

Mr. Morse. That will depend upon seasons, it will depend upon 
prices of livestock, poultry, and milk products, 

Mr. McCarrny. Well, then, it is not a fact that it is a prospective 
judgment that you make, that your program will raise the price of 
corn and lower the price of pork? 

Mr. Morse. When you get flexibility in the economy—and that is 
the recommendation in this agricultural program—you tend to get 
equalizing effects. I have used corn and hogs as an illustration—more 
corn will be converted into pork which in turn will move into con- 
sumption. 

Mr. McCarruy. I hope it works out. Thank you. 

Mr. Hays. I hope vou are right on that, Mr. Morse. But I would 
like to point out a fallacy in your statement. You said that during 
the depression there were a lot more farm products produced than the 
market could stand. That brought about a demand for Government 
interference. So your statement doesn't stand up in the light of 
historic facts. 

Mr. Morse. I am not talking about a depression program. We 
have come through the most prosperous year that we have ever had. 

Mr. Hays. Yes, but as soon as things start tapering off, the need for 
this program seems apparent and surpluses start piling up. Sure it is 
a wonderful program in prosperous years. We got rid of this surplus 
cotton because we had a war, but if we don’t have a war what are you 
going to do with the supplies vou have on hand now? 

Mr. Morse. If we do not move the products into consumption 
when we have prosperity in this country what shape would we be in 
if we moved into a recession with this accumulation? 

Mr. Hays. I am not quarreling with you on that. I agree with 
you on that. But I want to know what we are going to do about 

etting it into the economy. What are you going to do about butter? 

ou say you have given a lot of thought to it. I am for thinking but 
sometimes I think we have too many thinkers around Washington 
and not enough doers. You have had a year to think this over. 
What concrete suggestions do you have? I am interested in that. 
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Mr. Morst. We have several suggestions and proposals before us, 
as the Secretary has indicated. There has not yet been, in the instance 
of dairy production, agreement on the best approach to the disposal 
of these accumulated surpluses. The price adjustment that has been 
made, in the support price, will be of help. 

Mr. Hays. But not much; 7 or 8 cents a pound won’t help much. 

Mr. Morse. We are getting a difference of opinion on that. 

Mr. Hays. Would vou think this would help, if we were to change 
the law where it says “Support manufactured milk and butterfat’’ to 
just say “Support manufactured milk and processed dairy products’? 
Do vou think that would help, to get away from the butterfat? 

Mr. Morse. If vou get into that provision of the law, as the Secre- 
tary indicated, we would have some recommendations to make. 

Mr. Hays. Well, I hope that that will be one of the recommenda- 
tions, 

Now let us go back to this matter of bins. I am a little interested 
in that. I have a notation here that United States Department 
of Agriculture, last July, issued a statement that they had awarded 
a contract for the purchase of 89 million plus, bushels of grain-bin 
capacity. Is that approximately right? 

Mr. Monrsr. Yes, sir; it was later increased to something over 96 
million bushels capacity. 

Mr. Hays. Then I have a statement here that vou made out at 
Des Moines, lowa. You said: 

I fear that if the Government must resort to buying bins and putting them uy 
to store corn we will have to look at them in the future as monuments to the failure 
of free enterprise. 

Do vou still feel that way about it? 

Mr. Morsr. Yes, sir. 

Mr. Hays. But vou went ahead and bought them anyhow? 

Mr. Morse. Yes, sir. 

Mr. Hays. That is a kind of an anomalous situation, is it not? 

Mr. Morse. We are operating the Commodity Credit Corporation 
under a law which savs that these loans shall be extended to farmers, 
and that if they don’t redeem the products the Government shall 
acquire them. It is a program to help stabilize the agricultural 
economy. When it was clear that farmers would not be prepared to 
store their grain and would not construct sufficient storage, and 
when it was clear that the commercial storage was not existent and 
would not be constructed, we did what we felt was sound in the 
interests of agriculture, and that was to construet more storage 
facilities at Government expense. 

I supported that action, and, if necessary, | will support it again. 

Mr. Hays. Again this vear? 

Mr. Morse. Yes, sir; to help stabilize the agricultural economy 
under the laws under which we are operating. 

Mr. Hays. If we have a big crop this vear we will build more bins? 

Mr. Morse. If vou have a better answer we would like to have it 
brought forward. 

Mr. Hays. Well, I don’t have all the answers, but [ have some 
suggestions. 

Mr. Morsre. There is a point that I would like to make—and I am 
very glad that this is going into the record. I was widely misquoted, 
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saving that it would be “stupid” to build more storage. I did not make 
that statement. I believe you have correctly quoted me. 

Mr. Hays. My quotation is correct? 

Mr. Morse. Yes, sir; and I am glad to get it into the reeord and I 
appreciate it very much, sir. 

Mr. Hays. Lam glad that it is right. [ want it that way. 

Mr. Morse. I insisted that the meeting in Des Moines be held 
last Spring. We brought in representatives from six States. The 
primary purpose of that meeting was to lay before leadership of these 
six States the fact that it was to the profit of farmers to extend the 
building of storage on their farms. They could store their grains 
and increase their projits by farm storage. That was the strong 
appeal. We pointed out that there is instance after instance where 
farmers have put up storage, and in 2 or 3 years have paid for their 
bins and cribs, and still have their bins and eribs left. 

That was the primary purpose, to carry that message back through 
the extension service and other agencies, to try to get storage expansion 
on the farms. 

Our men went from there to Omaha, and sat down with the people 
in the commercial storage business and said ‘“‘Now, we have made 
the appeal to farmers. Leadership from these 6 States are going 
back to try to get farmers in their own self-interest to expand their 
storage. We fear that is not going to be enough, what can you 
people who are ia the commercial storage business do?”’ 

We are going to have to use a similar approach this vear. 

Mr. Hays. Did those people get some certificates of amortization 
on the storage they built? 

Mr. Morss. On the farms? 

Mr. Hays. I am talking about 

Mr. Morsn. The others, too; yes, sir. 

Mr. Hays. Well, that was a subsidy. 

Mr. Morse. The inducement to get commercial storage expanded 
has been twofold. First, the tax amortization, which has been 
provided, a step-up in amortization. 

The other, the occupancy guaranty. 

Mr. Hays. That amortization is really in effect a subsidy, isn’t it? 

Mr. Morse. No. 

Mr. Hays. It has the same effect as one, 

Mr. Beacu. No, it postpones the date when they will pay the 
income tax they would ordinarily pay. 

Mr. Hays. If you let me write off my business automobile in 1 
year instead of 5 vears that is a subsidy, because I will buy a new one 
next vear and write it off, too. 

Mr. Beacu. You can’t buy a new elevator next year though. That 
is the difference. 

Mr. Hays. You can if you have the capital. It is a subsidy. 
Everyone agrees it is. The people who get it agree it is a subsidy. 
They just like to keep it going. 

I have just one more question, and that is back to this: Are you 
familiar with the so-called Gelbach plan, in which a man named 
Gelbach out in Illinois presented an entirely new approach to this farm 
program? 

Mr. Morse. I don’t recognize it by that name. 
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Mr. Hays. That you encourage farmers to raise crops which will 
enrich the soil rather than encourage them to plow up their soil and 
put in a crop which depletes it. 

Mr. Morse. Well, there have been anv pumber of such proposals 
examined, and the President’s recommendation to Congress has a 
section dealing with diverted acreage, and we are already encouraging 
conservation use. 

Of course, there again you are talking about one of the results of the 
program under which we are operating, in that it invites soil-depleting 
practices. 

Mr. Hays. I would like to interrupt vou right there to say that I 
am not critizicing you particularly for that because 1 have made the 
same criticism about the program under the previous administration, 
I am being consistent. 

Mr. Morse. Yes, sir; thank you. 

There, again, we are not going to cut the profits and the stability 
of the farmers in encouraging them to make improper use of their land, 
and I am sure we would agree heartily on that. 

Mr. Hays. I have a loi more questions | would like to ask but | 
don't like to monopolize the time. 

The Cuarrman. Mr. MeVey. 

Mr. McVey. Mr. Chairman, I don’t think I shall take 5 minutes, 
but 1 should like to preface my remarks with some things which are 
not germane to the work of this committee right now. There are 
three of us down at this end of the table, and | think I can safely say 
we are pretty well satisiied with the way this committee is being 
operated. 

I came here from the Commiitee on Government Operations. While 
I had very much respect for that committee, | was very much im- 
pressed with the decorum in this committee. We do have disagree- 
ments but I think they are friendly, and I think vou are very con- 
siderate in all cases. 

I want to congratulate these men who represent the Department of 
Agriculture. They have a difficult job to do. They are trying to 
carry out laws which have been passed by the Congress of which we 
are members, and they are having some headaches in trying to do 
that. 

If there is something wrong with these laws | think it is up to us 
to try to correct the lows, and to appreciate the work these men are 
doing, who are trying to support the legislation which we have already 
passed. 

Now, getting back to this bill, | want to ask one question: There 
is a movement among farmers’ unions which may not have come to 
the attention of the Department as vet, but which probably will, for 
an increase in the amount of cream that ts used in milk. [t is their 
feeling—theyv have the percentages pretty well in mind — that if that 
amount of cream is slightly increased it will drain off the market this 
surplus butterfat which is causing so much trouble to the Department 
of Agriculture at the present time. I don’t have those figures with 
me, but they are going to be sent to me. However, it seems to me 
that thev have a point which is well worth considering: 

Mr. Hays may not like that too well, but IT rather think that the 
women who are afraid of gaining weight, Mr. Hays. don’t drink much 
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milk anyway. But the children need the additional butterfat in milk 
and I think it would be good for them. 

Mr. Hays. Lagree with you. The only point I was making is that 
the way it is set up it encourages butterfat production. If they put 
more of it in milk, certainly I agree with you. But vou know what 
they will do when they get 4-percent milk, some of these processors 
eut down to 38.5 and use the other half of 1 percent to make it into 
butter and sell it to the Government. 

Mr. McVry. That is what is causing the trouble. 

One other point: This arises from a comment by our colleague Mr. 
MeCarthy, about the hog situation. I was talking to a farmer about 
10 days ago, and he was buying corn and selling hogs constantly, and 
making a lot of money. He had no complaint about anything. He 
sold his milk but he is interested in making money, by buying corn 
and selling hogs. Now, if there are many farmers who do that sort 
of thing there will be a tendency to equalize that situation. If many 
farmers buy corn and sell hogs you are either going to bring the price 
of hogs down or the price of corn up. There will be a tendeney to 
equalize those prices. That is just one problem we have which you 
have rightly brought out, Mr. McCarthy. [ think there are situations 
existing which may help that. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. O'Hara. 

Mr. O'Hara. Only a few questions. 

1 wish to clarify this in my mind. This is merely a bill to increase 
the debt authorization of the Corporation. 

Mr. Morss. Yes, sir. 

Mr. O'Hara. That is as I read it. 

Mr. Morse. Yes, sir; the borrowing authorization. 

Mr. O'Hara. Now, suppose the bill does not pass. What will 
happen? 

Mr. Morse. Well, Mr. Beach expressed it the other day very 
pointedly by saying that we would be forced to violate one of two laws, 
and | cannot conceive that we would violate the debt authorization 
very long, the borrowing authorization. 

Mr. O'Hara. The farm support program would go bust, wouldn't 
it? 

Mr. Morse. It would have to be delayed. Some steps would have 
to be taken which might be quite a shock to the farm economy and, of 
course, through the farm economy to the rest of our economy. 

Mr. O'Hara. Then if I should vote for this bill all I am doing is to 
vote to give you the means with which to fulfill the pledges of the 
Government to the farmers? 

Mr. Morse. That is right, sir. 

Mr. O’Hara. There is nothing in the way of policy in this? 

Mr. Morse. That is right. It gives us the limitation under which 
to carry out the basic law, under which we are operating; yes, sir. 

Mr. O’Hara. Now, as I was informed, when the matter of House 
Joint Resolution 358 was before us I think on the other side it was 
discovered a few days before this resolution was put in that unless 
you had more funds immediately the entire program would be bank- 
rupt, and you would have to send out thousands of telegrams to 
bankers and other people that you didn’t have money to meet the 
obligations. 
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Mr. Morse. Yes, sir. 

Mr. O'Hara. And there was some criticism, I believe, because you 
did not notify the Congress in time so that something else might have 
been done. 

Mr. Morsr. Yes, sir. However, I think the eriticism was effee- 
tively covered when the record was made clear. It was brought to 
the attention of the Bureau of the Budget early in December and 
definitely in a communication of December 17, that there was danger 
that our borrowing authority would be exhausted, and that we ought 
to have an emergency action to get capital restored. It was because 
of that situation that the Bureau of the Budget held that item out of 
the regular budget, and it went to Congress as emergency legislation, 
right after the President's budget message. 

Mr. O'Hara. And the effect of that which became Publie Law 295 
was to give vou, or the Corporation, approximately three-fourths of a 
billion dollars, not by an appropriation but by a subterfuge; is that a 
correct statement? 

Mr. Morse. Oh, no, sir; that would have come up in the regular 
appropriation bill in the latter part of the fiseal year. It has been a 
regular process of restoring to the Corporation the capital that has 
been spent in keeping with authorization of existing laws. 

So that the only difference was that we got that capital impair- 
ment restored as of February 12, instead of some 4 months later, 
that is, instead of as of approximately July 1. 

Mr. O'Hara. Now, I don’t know the answer to the question that 
lam asking. It is not a rhetorical question. It is a question through 
which | am sincerely seeking information. 

Could vou have obtained, by an appropriation bill, an additional 
three-fourths of a billion dollars, in priority to the passage of the bill 
that we now have before us? 

Mr. Morse. I had better have Mr. Beach answer these questions 
that get into budgetary considerations. 

Mr. Breacu. Mr. O’Hara, as Mr. Morse has pointed out the can- 
cellation of notes, which was accomplished by House Joint Resolution 
358, is carrying out a practice that ordinarily would have occurred in 
June and probably would have been accomplished in July. The 
cancellation of notes is equivalent to an appropriation. Fo > all 
practical purposes it is an appropriation because the amount of money 
involved is represented by notes held by the United States Treasury, 
representing borrowings by the Corporation from the Treasury. 

If an appropriation were made we would take that appropriated 
fund and go to the Treasury and pay off our notes that the Treasury 
now holds. So the effeet would be the same, of the cancellation of 
notes. The Treasury accounts for the cancellation of notes in the 
same way they account for an appropriation. There is really no 
difference, except in the mechanics. 

Mr. O’Hara. Has the procedure of Public Law 295 been followed 
in other instances? 

Mr. Breacu. Are you referring to House Resolution 358 as it 
became law? 

Mr. O'Hara. Yes, sir. 

Mr. Beacu. It has been done many times before, the actual ean- 
cellation of notes. 


9S INCREASE BORROWING POWER OF CCC 


Mr. O'Hara. Can vou reeall the last time it was done, and the 
circumstances under which it was done? 

Mr. Beacu. We have never come up before the regular budget, in 
a prior vear. We have always brought it up in the course of our 
regular budget hearings, but it was brought up early this year because 
of the emergency facing the Corporation. You see the difficulty fae- 
ing the Corporation was this, basically: We had paid out money to 
carry out the International Wheat Agreement, as an example, in the 
amount of $129 million, during the fiscal vear 1953. That had tied 
up resources of the Corporation to the extent of $129 million. It was 
an amount due the Corporation by law, and was held as an account 
receivable on the books of the Corporation. 

Ordinarily we would have asked for that retmbursement to be 
effective in July. This time we asked for it in January so that we 
could get our capital restored to carry on our business until this bill 
to increase the borrowing authority was brought before the Congress, 
and, of course, the same thing holds true with respect to the restoration 
of the capital impairment and the transfers for eradication of hoof 
and mouth disease. 

Just one second and | will give vou the actual instance vou re- 
quested. 

Mr. O'Hara. | wonder if you are in position to answer this ques- 
tion with authority. | had hoped to ask the question of the Secretary 
but perhaps vou can answer for him. 

In the matter of Joint Resolution 358, in the motivating reasoning 
of the Secretary, was consideration given to the factor that the na- 
tional debt limitation had been about reached? 

Mr. Breacn. Well, as a matter of effect on the national debt, it had 
none, and there was no consideration given to that. Our problem 
was entirely within the Commodity Credit Corporation. Whether 
the notes were canceled or whether it was a direct appropriation, it 
made no difference. The money had been spent. All we needed was 
authority, not money. All we needed was authority to commit the 
Corporation to further obligations as required. 

Mr. O'Hara. Well, | make a report to all of my constituents in the 
Second Congressional District of Illinois. I give them a svnopsis of 
all the legislation which has been enacted, bills passed by the House 
and Senate, and signed by the President, and I tell them how IL voted. 
I have been doing that, and | will continue doing it. 

In regard to Public Law 295, | am going to read this to vou and | 
am going to ask you whether it is a fair statement: 

The Commodity Credit Corporation is the ageney which the United States 
Government uses to support farm prices. It has been spending money so rapidly, 
storage charges alone total $14 million a month, that it got within a few dollars 
of its authorized debt limitation of $6.75 million. In short, the CCC and the 
farm-support program were broke. 

Mr. Beacu. Sir, do you want me to interrupt vou there? It is 
right up to that last point. 

Mr. O'Hara. Let me continue: 

What Public Law 295 does is unusual to sav the least. CCC owes the United 
States Treasury $741,548,788. Public Law 295 orders the United States Treasury 
to give CCC a receipt in full, canceling the entire indebtedness. Thus CCC is 
given three-fourths of a billion dollars, not by an appropriation bill, but by 
subterfuge. I think most Members of Congress resented the position in which 
they were put. The Department of Agriculture did not make known to Congress 
its financial condition until the very last moment. It was then a matter of going 
along with the Department in a weird and immoral act of legislation, or permitting 
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the farm-support program to collapse. 


ing and Currency Committee has been called for Februsg ury 24, 
7339, the right way to proceed a bill to increase CCC’ 
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Meanwhile a meeting of the House Bank- 
1954, to consider 


s borrowing authority. 


Is there anything wrong with that statement? 


Mr. Bracu. Quite considerable is wrong with it, sir. 
long for me to try to correct it all verbally. 


It is rather 
If vou don’ t mind, I will 


give vou a state ment of corrections for it by correspondet nee, if vou 
would like to have them, in addition to what I will sav here. 
Mr. O’Hara. I would be very happy to have you put vour version 


in the record. 


This, which I have read, 


is my version. I think it is 


only fair to have the version of your Department, sir, 


(Followi ing 
()Hara:) 


MR. O’HARA’S STATEMENT 

“To complicate matters, the Secretary 
of Agriculture seemed hesitant about 
asking Congress to raise the limitation 
on CCC's debt because that would add 
to the national debt which already is 
close to the authorized limitation.”’ 


“What Public Law 295 does is unusual 
to say the least.” 


‘Thus, CCC is given three-fourths of 
a billion dollars, not by an appropriation 
bill, but by subterfuge in that its one 
and only purpose is to make it possible 
for CCC to violate the debt limitation 
law: it is downright dishonest.” 


‘The Department of Agriculture did 
not make known to Congress its financial 
condition until the very last moment.” 


are comments regarding the statement 


read by AY 


COMMENT 


The Under Secretary advised the 
Bureau of the Budget on December 17. 
1953, of the Department’s intention to 
request an inerease in the borrowing 
authority of the CCC and suggested 
early authorization by the Congress of 
the note concellations then included in 
the 1955 budget. This suggestion was 
made because it was presumed that 
legislative action would not be completed 
prior to the exhaustion of the Corpora- 
tion’s borrowing authority. 

The approval of an increase in the 
CCC’s borrowing authority would in 
itself have no effect on the national 
debt limit. Only if the Corporation’s 
actual borrowings from the Treasury 
made it necessary for the Treasury to 
issue securities would the national-debt 
limit be affected. 

The cancellation of notes to restore 
CCC’s capital impairment or to reim- 
burse it for operations not a part of its 
regular programs has been used a num- 
ber of times beginning in 1946 when it 
was first authorized by the Congress. 

As indicated above Congress has 
authorized use of note cancellations sev 
eral times in the past. Such note 
cancellations accomplish the same end 
as an appropriation with less paperwork. 
Thev are accounted for by the Treasury 
in the same manner as appropriations. 
Had an appropriation been made it 
would have been used to retire CCC 
rotes held by the Treasury. The action 
had no relation to the national-debt 
limit and did not affect it. 

The Department notified the Bureau 
of the Budget of its position with 
respect to borrowing authority on Dec- 
ember 17, 1953. The President’s budget 
message on January 21 also indicated 
the situation, 
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The statement requested of the Secretary of Agriculture is as follows: 

“House Joint Resolution 358 was an emergency measure necessary because 
the large volume of price-support loans which occurred late in the calendar year 
1953 rapidly depleted the borrowing authority of the Commodity Credit Corpor- 
ation. The cancellation of notes recommended by House Joint Resolution 358 
is a mechanism for reimbursing the Corporation for amounts due it under the 
law which has been authorized by the Congress on past occasions. The sole 
intent was to make it possible for the CCC to stay within its borrowing authori- 
zation established by Congress and also carry out price-support operations as 
required by law. 

“T approved the submission of the request which was the basis for House Joint 
Resolution 358 and have no question as to its appropriateness on moral grounds, 

Trurt Morse, 
Acting Secretary of Agriculture.” 

Mr. Breacu. Let me go back two steps. One was vour question as 
to whether we had cancellations before. The most recent one was 
for the impairment as of June 30, 1952, in amount of $96 million. 
That was for the restoration of CCC capital impairment and was 
accomplished in July 1953. The very same type of item was brought 
up in House Joint Resolution 358. 

In the case of the restoration of the impairment as of June 30, 1951, 
that was done by an appropriation. The vear before it was done by 
note cancellation, and the vear before by note cancellation. For the 
2 years before that we made payments to the Treasury rather than 
have the Treasury make payments to the Corporation. Two years 
before that there were note cancellations. It is nothing new. It is a 
historical pattera of reimbursing the Corporation for amounts which 
the law says are due it. 

There is one point I want to mention with respect to your state- 
ment, and that is that the reason that the Corporation comes forward 
and requests a note cancellation, or an appropriation, as the case may 
be, usually we would ask for an appropriation, is that the act of March 
8, 1938, requires that the Treasury appraise the assets and liabilities 
of the Corporation as of June 30 each year and determine independ- 
ently of the Department of Agriculture what the impairment to the 
capital of the Corporation is. 

The law further requires that the Treasury shall restore that 
capital impairment and we come forward to Congress for approval of 
that restoration. 

The mechanism by which it is restored is either a cancellation of 
notes or an appropriation as determined by Congress. 

The other point is, with respect to the International Wheat Agree- 
ment costs, the law reads that the Commodity Credit Corporation 
shall be used to carry out the International Wheat Agreement, but 
shall be reimbursed for all costs incurred in so doing. So the Cor- 
poration sets up on its books an account receivable during the year 
for such costs as are incurred in carrying out the International Wheat 
Agreement, and asks the Congress each year for reimbursement for 
those costs. 

Similarly, on the transfers to the Bureau of Animal Industry for 
eradication of hoof-and-mouth disease, the law requires that the Cor- 
poration be reimbursed. The Corporation and the Department did 
nothing but what was required by law. The ouly thing that was done 
was asking for the restoration about 3 or 4 months earlier than it 
usually would have been done. Ordinarily it would have been in- 
cluded in the regular budget, but because of the situation the Corpora- 


INCREASE BORROWING POWER OF CCC 101 


tion was in, and because of the considered likelihood that a bill increas- 
ing the borrowing authority in itself would take a considerably longer 
period of time, it was decided to go ahead and ask for restoration of the 
impairment and the payment to the Corporation for what had become 
due it for 1953 operations. 

Briefly, that is the explanation for the whole development. 

Mr. O’Hara. I have been listening to the gentleman with interest 
and appreciation. While he has been talking I have been envision- 
ing myself going into the office of the First National Bank in the cit 
of Chicago and borrowing $5,000, and then the directors of the bank 
getting together and voting to give me a receipt in full. That is, in 
this imaginary transaction, 1 pay the debt, not by returning the 
$5,000, but by a gracious act of the directors in canceling the obliga- 
tion. Of course, if that were done, the directors and everyone con- 
cerned would go to the penitentiary. 

Are we in the Congress in any different position when we do sub- 
stantially what the directors of a national bank could do only at the 
price of a prison term? 

Mr. Morse. I believe there is one step missing in there, if I am 
correct. If, when you borrowed $5,000 the First National Bank told 
you, “Now, you spend part of this money for the International Wheat 
Agreement, and if there is a disease breaks out, like the hoof-and- 
mouth disease, you go ahead and take care of that emergency, and 
when you come in we will either give you the additional money that 
you have expended, and that we have authorized you to spend—or we 
will cancel that portion of your debt.” That, I believe, would com- 
plete the parallel. 

Mr. O’Hara. I appreciate the explanation. In a sincere desire to 
be helpful, I suggest that you read carefully and thoughtfully, the 
debates in both House and Senate, and particularly the Senate report. 

Mr. Morse. May I add this comment, that this is complicated big 
business, and it is difficult to follow these ramifications. Mr. Beach 
here stays on the detail, and that is why we turn to him repeatedly, 
because of the complications. 

The CHatrman. Mr. Merrill? 

Mr. Merrisu. No questions. 

Mr. Mumma. In how many cases did you say the previous admin- 
istration used the cancellation plan? 

Mr. Beacu. I will give you the date of each appropriation note 
cancellation: June 1938, appropriation; August 1939, appropriation; 
June 1940, payment to the United States Treasury; September 1941, 
appropriation; June and September 1942, payment to the United 
States Treasury; May 1945, appropriation; July 1946, note cancella- 
tion; May 1947, note cancellation; April 1948, payment to the United 
States Treasury; June 1949, a payment to the United States Treasury; 
September 1950, a note cancellation; September 1951, note cancella- 
tion; July 1952, appropriation; July 1953, note cancellation. 

Mr. Mumma. I just wanted the record to show that this wasn’t 
anything new, and that it had been carried on by several previous 
administrations. The implication and the inference introduced by 
some people on the basis of the record is not necessarily true. 

The Cuarrman. Mr. Mumma, will you yield? 

Mr. Mumma. | am through. 


43895—54——_8 
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The Cuarrman. I might suggest also that this procedure has been 
followed in the RFC, where the Congress directed the RFC to raise 
certain moneys by issuing its own notes, bonds, and debentures for 
various purposes incident to the depression and the war which fol- 
lowed, and then the Congress would write off these obligations. 

It seems to me that I remember—and the staff may correct me if 
I am wrong—that at one time we wrote off over $2 billion of RFC 
obligations which we had directed them to raise, in addition to what 
they raised for their loan program. 

he Cuatrman. Mr. McCarthy. 

Mr. McCarruy. I have one or two questions. 

I think, Mr. Beach, I should address this to you: Could you tell 
me when the 2% percent interest rate on certificates of interest was 
established? 

Mr. Beacu. Yes, sir, on the 1953 cotton certificates of terest, the 
rate was established at the beginning of the cotton marketing season 
this year, that is on the certificates for cotton. 

In the case of the certificates of interest on grain loans, which were 
the first ones issued—let me correct that, which were issued the 
first time this year—the rate of 2}; percent was set on the issue, dated 
October 28. 

Mr. McCarrny. It was established in October? 

Mr. Breacu. No, sir; the rate was actually established in July, 
August, and early September, when the Treasury had its initial dis- 
cussions of the rate. The date of issue was in October. 

Mr. McCarruy. In other words, in July and August they deter- 
mined they would set a 2% percent rate on certificates of interest which 
were not issued until October. 

Mr. Beacu. That is right. 

Mr. McCarrny. These are in effect, demand loans, aren’t they? 

Mr. Beacu. Yes, sir. 

Mr. McCarruy. What happened to the interest rate on similar 
Government securities between July and October? 

Mr. Beacn. I have the rates right here. In July and August the 
rate on Treasury 9- to 12-month obligations, was right near 2.4 
percent, 2.3 to 2.4 percent. Between that time and October the rate 
dropped down to around 1.7 percent. 

Mr. McCarruy. Was there any reason why they shouldn’t have 
made a change in the interest rate on certificates of interest, in order 
to accommodate that rate to the change which had taken place in 
the general market? 

Mr. Beacu. Well, sir, they didn’t know, as I say, until the actual 
accomplishment of that rate; it was about October 17, when the rate 
got down to 1.7 percent. It went down gradually from the period in 
the latter part of August to that date. The Treasury establishes the 
rates on the certificates and then there are considerable negotiations in- 
volved, offer, acceptance, and so forth, that have to take place before 
the issue date and there is very little opportunity to change it once 
the announcement is made. 

Mr. McCarruy. Didn't the same sort of preliminary activity occur 
in relation to other certificates? 

Mr. Bracu. Yes, sir; for the later issues the rate was reduced to 
2% percent on the December 17 issue, and reduced to 2% percent on 
the issue as of February 2, 1954. 
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Mr. McCarruy. But all this time it was running about 1 percent 
above the interest rate on comparable issues, was it not? 

Mr. Bracn. Well, the 9 to 12 months’ securities are now selling on 
a basis that the vield on them is now slightly over 1 pereent, but back 
in December, and in January it was running around 1% pereent plus. 

Mr. McCarruy. The question comes to my mind, and I think this 
is a fair question to put to someone in Commodity Credit, why 
would you borrow money at 2%, 2%, or 1 percent more, through 
certificates of interest, when you could have gotten the same money 
from the Treasury at 1 percent less? 

Mr. Bracu. No, sir, we couldn't. 

Mr. McCarruy. Why not? 

Mr. Beacn. The Treasury sets both rates. They set the rate at 
which we borrow from the Treasury and the rate at which we sell the 
certificates. Our borrowing rate from the Treasury right now has 
been reduced to 1% percent but it was 2 percent in December and 
Januarv, and 2% percent from July through September. They set 
that rate on the basis of average cost to them of money borrowed for 
similar terms. 

Mr. MeCarruy. Well, vou could have gotten it from them for less 
than vou did get it. 

Mr. Bracu. No, sir, vou are thinking of the differential possibly 
between the rate at which the Treasury would borrow money and the 
rate at which we would borrow money under the certificates. As 
far as the Commodity Credit Corporation is concerned the cost is the 
same. 

Mr. McCarruy. Would it cost you as much to get it from the 
Treasury as to borrow on certificates of interest? 

Mr. Beacu. Yes, sir, it did at that time. 

Mr. McCarrtuy. Does it still? 

Mr. Beacn. No, our rate now—and we are not selling any more 
certificates that we know of, until next August, at least, the rate now 
from the Treasury is 1% percent. 

Mr. McCarruy. Do you mean to say the record will show that 
whenever you borrowed on certificates of interest vou were paying an 
interest rate comparable to what vou would have had to pay the 
Treasury? 

Mr. Beacu. Yes, at the time the rate was determined. 

Mr. McCarruy. Do these certiiicates of interest carry the guaranty 
of the Federal Government? 

Mr. Breacu. No, sir. 

Mr. McCartuy. Do vou mean to say that without this guaranty 
you can get money as cheaply in the open market as the Treasury of 
the United States can borrow with the Government guaranty? 

Mr. Beacn. I think there is a little confusion there. My point 
was that the Commodity Credit Corporation pays the United States 
Treasury, when it borrows money directly from the Treasury the, 
same rate approximately as it is costing the CCC to borrow money 
by selling certificates. 

Mr. McCarruy. Yes. 

Mr. Beacu. And the reason is that the ‘Treasury is setting the rate 
at about the cost to them of obtaining Government funds through 
selling Government securities. As of the current date the money 
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market has declined, and the Treasury has reduced our borrowing 
rate to 1% percent. 

Now, if there is any difference in the overall cost of money to the 
Government, that cost is absorbed by the Treasury. The Commodity 
Credit Corporation is not affected. 

Mr. MeCarruy. I understand that. Could you explain why, in 
1941, the Commodity Credit first began to use the certificates of 
interest? I understand up to that time they had borrowed from the 
Treasury. 

Mr. Beacnu. Well, no, sir; Commodity Credit Corporation in early 
years issued debentures and sold securities in the open market itself. 

Mr. MeCarrny. Was the law changed? 

Mr. Beacu. Well, the law was changed March 8, 1938, when Con- 
gress established a borrowing authority. In the early days, as you 
may recall, the Corporation was operated under the supervision of 
the Reconstruction Finance Corporation. 

In 1939 it was transferred to the Secretary of Agriculture, and is his 
responsibility. 

In 1941 the Department initiated the certificate plan on cotton loans 
to make it possible for easier redemption of the loans by producers. 
That was the primary objective. 

It involves two things: One, the holding of the notes, that is, indi- 
vidual farmer’s notes, in the Federal Reserve Bank, serving the dis- 
trict in which the cotton was originally stored; and number two, an 
equity transfer which enables a producer to dispose of his cotton 
without having at hand all of his loan documents, which ordinarily 
would have been necessary. 

Mr. McCarruy. Well, to go back to the question I raised earlier, I 
have a note here to the effect that the interest rates, the 24% percent 
interest rate which was granted on the October 14 issue of certificates 
of interest, was given at a time when the Treasury was charging the 
Commodity Credit Corporation 2 percent. At least that was the 
rate charged for the last money borrowed from the Treasury October 
1, 1953, a 9 months’ note. 

Mr. Breacu. You are thinking there of a special arrangement that 
the Treasury has with the Commodity Credit Corporation whereby 
we pay country banks that make these loans a half percent service 
fee if they retain investment in the paper. 

The Treasury agreed that in view of the fact that city banks would 
be receiving a return of 24-percent interest on certificates, it was fair 
to assume that a country bank, who made the loan in the initial 
instance, should also get the 2's-percent interest plus the cost of serv- 
icing it. So there was a half percent added to the amount of return to 
a country bank. 

The Treasury has given the Commodity Credit Corporation reim- 
bursemeat for that extra cost by refinancing a block of its notes at a 
lower rate of interest and it was that refinancing loan, on October 1, 
1953, of $500 million, at 2 percent, that reduced the cost to the Cor- 
poration by the amount of money represented by the added cost of 
the service fee. 

Mr. McCarruy. One other question: Was the anguage printed 
on these new certificates of interest any different fr'm what you had 
been using previously? 
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Mr. Bracu. I don’t have before me a copy of the actual certificate, 
but there is a difference in mechanics used in carrying them out. 

Mr. McCarrny. I understood you to say these were not guaranteed. 

Mr. Bracu. There is no difference in that respect. They are 
issued on the credit of the Commodity Credit Corporation only. 

Mr. McCarruy. No guaranty from the Federal Government? 

Mr. Beacu. No, sir. 

Mr. McCariny. As I read the basic law regarding the Commodity 
Credit Corporation, I find this language, in which the Commodity 
Credit is given authority to issue certificates of interest: 

Such obligations shall be fully and unconditionally guaranteed both as to its 
interest and principal by the United States, and such guaranty shall be expressed 
on the face thereof, and such obligation shall be lawful investments and may 
be accepted as security for all fiduciary, trust, and public funds—and so forth. 

Mr. Beacu. Sir, in the hearings before the Senate we were re- 
quested by Senator Williams to supply for the record an opinion from 
the Solicitor of the Department as to the nature of the obligations 
under CCC certificates of interest. It was a little different question, 
of course, in that he wanted to know whether we were required to clear 
with the United States Treasury. 

The Solicitor issued an opinion, No. 5584, dated February 1, 1954, 
which I will be glad to insert in the record. 

The Solicitor issued an opinion, No. 5584, February 1, 1954, which I 
will be glad to insert in the record. 

Mr. McCanrrtuy. This year? 

Mr. Beacu. Yes. 

Mr. McCartuy. That was after you had done this? You did it 
before you got the opinion? 

Mr. Beacu. This opinion applies equally as well to those issued in 
1941. 

Mr. McCarruy. And you have exempted certificates of interest, as 
not falling under the various categories that are set up here? 

Mr. Bracu. That is right, they are not—— 

Mr. McCarrtuy. As bonds, notes, debentures, and other similar 
obligations? Certificates of interest are different from that? 

Mr. Beacu. They are different from that. I will be glad to either 
supply or insert this opinion in the record, however vou like. 

Mr. McCarruy. Well, I think I will have to leave off the question- 
ing there, if you simply redefine the nature of an obligation. 

Mr. Beacu. No, sir, we have a history on the definition of this 
obligation running back for many years. In other words, this is 
consistent with previous operations. There has been no change in 
that respect. 

Mr. McCartnuy. There is no relationship to this redefinition and 
the concern of the Treasury with keeping under the legal debt limit? 

Mr. Beacu. No, sir. | will answer your question as to the operation. 

Mr. McCarruy. Understand, I voted to raise the debt limit, but 
I would be interested in knowing what had to be done in order to 
keep under that limit and whether it has been expensive to the tax- 
payers generally. 

Mr. Beacu. I| think the answer is ster & clear, as indicated by the 
statement that we inserted in the record yesterday, that was given 
by Mr. Burgess, Assistant Secretary of the Treasury, and which 
Mr. Canfield inserted in the Congressional Record of February 18. 
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The answer is this, that the expansion of our use of the certificate 
plan into grain loans and into tobacco and other extended loans, was 
at the request of the Department of the Treasury, to extend the 
financing of the Commodity Credit Corporation operations through 
commercial banks to avoid pressing through the national debt ceiling. 

There has possibly been some increase in cost to the United States 
Government as a whole, as a result of the rate of interest being paid 
on the certificates. That I cannot speak for. It would have to be 
answered by the Treasury, because they know at what rates they are 
selling other comparable securities. 

The Cuarrman. The opinion referred to in opinion 5584 appears 
on page 45 of the Senate hearings. Without objection, that may be 
inserted in our record at this point. 

(The information referred to is as follows:) 


Souiciror’s Opinion No. 5584 


Unirep States DeparTMENT OF AGRICULTURE, 
OFFICE OF THE SOLICITOR, 
Washington, D. C., February 1, 1954. 
Svllabus: Commodity Credit Corporation borrowing authority. 

The act of March 8, 1938, as amended (15 U.S. C. 713a) requires the Commodity 
Credit Corporation to obtain the approval of the Secretary of the Treasury for 
the issuance of bonds, notes, debentures and other similar obligations covering 
the borrowing of money by the Corporation. The contracts of the Corporation 
with lending agencies and the certificates of interest issued to banks do not repre- 
sent borrowings subject to this statute and the approval of the Secretary of the 
Treasury is not required for the issuance of these documents. 


OPINION FOR HOWARD H, GORDON, ADMINISTRATOR, COMMODITY STABILIZATION 
SERVICE 


Drar Mr. Gorvon: This opinion is submitted in response to your oral request 
for the views of this office on the question of the extent to which the financing 
operations of the Commodity Credit Corporation require the approval of the 
Secretary of the Treasury. 

The power of the Commodity Credit. Corporation to borrow money is derived 

from section 4 (i) of the Commodity Credit Corporation Charter Act (15 U.S. C. 
714b), which reads as follows: 
“(The Corporation! (i) May borrow money subject to any provision of law 
applicable to the Corporation: Provide’, That the total of all money borrowed by 
the Corporation, other than trust deposits and advances received on sales, shal! 
not at any time exceed in the aggregate $6,750,000,000. The Corporation shall 
at all times reserve a sufficient amount of its authorized borrowing power which, 
together with other funds available to the Corporation, will enable it to purchase, 
in accordance with its contracts with lending agencies, notes, or other obligations 
evidencing loans made by such agencies under the Corporation’s programs.” 

The provisions of law to which the authority to borrow money contained in the 
Charter Act is subject are found in section 4 of the aet of March 8, 1938, as 
amended (15 U. 8. C. 713a—4): 

“spe. 4. With the approval of the Secretary of the Treasury, the Commodity 
Credit. Corporation is authorized to issue and have outstanding at any one time, 
bonds, notes, debentures, and other similar obligations in an aggregate amount 
not exceeding $6,750,000,000. Such obligations shall be in such forms and 
denominations, shall have such maturities, shall bear such rates of interest, shall 
be subject to such terms and conditions, and shall be issued in such manner and 
sold at such prices as may be prescribed by the Commodity Credit Corporation, 
with the approval of the Secretary of the Treasury. Such obligations shall be 
fully and unconditionally guaranteed both as to interest and principal by the 
United States, and such guaranty shall be expressed on the face thereof, and such 
obligations shal! be lawful investments and may be accepted as security for all 
fiduciary, trust, and public funds the investment or deposit of which shall be 
under the authority or control of the United States or any officer or officers thereof. 
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In the event that the Commodity Credit Corporation shall be unable to pay 
upon demand, when due, the principal of, or interest on, such obligations, the 
Secretary of the Treasury shall pay to the holder the amount thereof which is 
hereby authorized to be appropriated, out of any money in the Treasury not other- 
wise appropriated, and thereupon to the extent of the amount so paid the Secretary 
of the Treasury shall succeed to all the rights of the holders of such obligations. 
The Secretary of the Treasury, in his diseretion, is authorized to purchase any 
obligations of the Commodity Credit Corporation issued hereunder, and for such 
purpose the Secretary of the Treasury is authorized to use as a public-debt 
transaction the proceeds from the sale of any securities hereafter issued under the 
Second Liberty Bond Act, as amended, and the purposes for which securities may 
be issued under such Act, as amended, are extended to include any purchases of 
the Commodity Credit Corporation’s obligations hereunder. The Secretary of 
the Treasury may at any time sell any of the obligations of the Commodity 
Credit Corporation acquired by him under this section. All redemptions, pur- 
chases, and sales by the Secretary of the Treasury of the obligations of the 
Commodity Credit Corporation shall be treated as publie-debt transactions of the 
United States. No such obligations shall be issued in excess of the assets of the 
Commodity Credit Corporation, including the assets to be obtained from the 
proceeds of such obligations, but a failure to compiy with this provision shall not 
invalidate the obligations or the guaranty of the same: Provided, That this sentence 
shall not limit the authority of the Corporation to issue obligations for the purpose 
of carrying out its annual budget programs submitted to and approved by the 
Congress pursuant to the Government Corporation Control Act (81 U.S. C., 
1946 edition, see. 841). The Commodity Credit Corporation shall have power to 
purchase such obligations in the open market at any time and at any priee.”’ 

The statutes quoted above require the approval of the Secretary of the Treasury 
in order for the Commodity Credit Corporation to issue bonds, notes, debentures, 
and other similar obligations covering the borrowing of money by the Corporation. 
The Secretary of the Treasury is required to approve the form, denomination, 
maturity date, rate of interest, and the terms and conditions of instruments issued 
pursuant to this authority to borrow money. 

In those cases in which there may be some question whether the transaction is 
one to which the act of March 8, 19388, as amended, may be applicable, the Cor- 
poration should consult, and has consistently followed the practice of consulting, 
the Treasury Department both on the question of the applicability of the statute 
and the merits of the transaction. 

In the case of contracts with banks and other lending agencies under which the 
Corporation undertakes to purchase producers’ notes evidencing price-support 
loans made by the lending agency, when requested to do so by the lending ageney, 
the transaction is not a borrowing of money by the Corporation and the act of 
March 8, 1938, as amended, is not applicable. The express approval of the 
Secretary of the Treasury is not required or obtained. 

The ceriificates of interest which the Corporation issues against a pool of pro- 
ducer notes are in the same class, insofar as the applicability of the act of March 
8, 1938, as amended, is concerned. Producers’ notes, secured by warehouse 
receipts representing commodities pledged for price support loans, are placed in 
pools against which the Corporation issues certificates of interest: (1) To the 
original bank making the loan to the producer, or (2) to another lending agency 
willing to participate in the financing of the loans to producers. Commodity 
Credit Corporation is entitled to deposit notes which it holds in the pool and to 
have the same right with respect to such deposit as if it were a bank or other lend- 
ing agency. If, on liquidation of the pool, the proceeds are insufficient to retire all 
outstanding certificates, Commodity Credit Corporation will pay the balance 
remaining due to the holder of the certificates from funds obtained by utilization 
of its borrowing authority. The holders of certificates are essentially in the same 
position as the lending agency holding the initial loan made to an individual pro- 
ducer, except that they have substituted an interest in a group of loans for the 
interest in an individual loan. 

The Corporation has understood both the limitations on borrowing and the 
requirement for the approval by the Secretary of the Treasury as covering obliga- 
tions similar to bonds, notes, and debentures—which are all essentially instru- 
ments issued to obtain a loan and wherein the maker promises to pay or repay a 
certain sum of money. The several amendments to this section have consistently 
referred to the action taken as being an inerease in the Corporation’s borrowing 
power, showing a congressional recognition that the statute referred to borrowings 
by the Corporation, rather than the borrowings by the producers which the 
Corporation undertook to purchase. Accordingly, the Commodity Credit Cor- 
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oration has consistently obtained formal approval by the Secretary of the 
freasury of the issuance, the form, and the terms and conditions, of all instru- 
ments representing borrowings by the Corporation. It has not obtained the 
formal approval of instruments representing a contractual obligation to purchase 
notes issued by producers or to purchase commodities. This interpretation of 
the act of March &, 1938, was discussed in an exchange of correspondence between 
the Acting Secretary of the Treasury and the Administrator of the War Food 
Administration, dated November 14, 1944, and December 2, 1944. 

While Commodity Credit Corporation is not the borrower and the act of March 
8, 1938, as amended, does not apply to such transactions, Commodity Credit 
Corporation does have a contractual contingent liability to pay the holders of the 
certificates of interest in the event that the makers of the notes do not repay them. 
In order to assure itself of ability to fulfill this contractual requirement, Com- 
modity Credit Corporation reserves, unused, sufficient of its authorized borrowing 
power to permit it to borrow the funds and pay the holders of the certificates if 
the occasion arises. 

While the act of March 8, 1938, as amended, is not applicable to the issuance 
of certificates of interest, the Commodity Credit Corporation has, we understand, 
consulted the Treasury Department on all aspects of the certificates of interest 
program, and the offering of these instruments to commercial banks in October of 
1953 was worked out in collaboration with the Treasury Department. The 
procedure, the rate of interest, and the extent of the offering, were approved by 
the Treasury Department. 

Sincerely yours, 
Kart D. Loos, Solicitor. 


The Cuarrman. Are there any futher questions? If not, we are 
grateful to you, gentlemen, for having been here with us. You have 
made a very valuable contribution to this subject. 

Mr. Morse. We appreciate the opportunity of appearing before 
you, and we hope that at any time you have suggestions you will let 
us have them. 

The CuarrMan. Express our appreciation also to the Secretary. 

Mr. Morse. Thank you. 

The Cuairnman. Mr. James of the National Grange is our next 
witness. Do you care to proceed, Mr. James? You have been very 
kind and tolerant to sit here throughout these hearings. 

Mr. James. Mr. Chairman, it won’t take me very long, I hope. 
I have a short statement, although this is a matter in which the 
Grange is very much interested. Therefore, we wanted to give our 
opinion of it. 


STATEMENT OF DELOS L. JAMES, DIRECTOR, AGRICULTURAL- 
INDUSTRY RELATIONS, THE NATIONAL GRANGE 


Mr. James. Mr. Chairman, members of the committee, my name 
is Delos L. James, and I am director of the agriculture-industry 
relations work for the National Grange. 

With the cessation of hostilities in Korea it immediately became 
imperative that all Government and other officials of the United States 
who are in charge of administering the laws of the Nation should turn 
their attention to the effectuation of these laws and regulations in such 
a way as would gradually move away from the Korean incited infla- 
tionary situation as rapidly and wherever possible, and toward the 
objective of a stable peacetime condition, 

In so doing it must, of course, be recognized that as we shift from a 
war economy to a peacetime basis we must try to avoid any curtail- 
ment of the output of goods and services that would have the effect 
of reducing the high standard of living to which we have become 
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accustomed. On the other hand, a major objective should be to 
strengthen the Nation’s economy, thereby raising our standard of 
living and with a continued normal increase in population we should 
strive for and expect a national income not equal to, but greater 
than, that obtained during any period of former years. 

Such a readjustment must, in fairness to all concerned, give due 
recognition to an effectuation of the laws that had been passed for 
the purpose of insuring adequate supplies of basic commodities, 
particularly food and fiber, and in accordance with the provisions of 
the price-support law for 1954 crops. 

In view of the conditions that have developed as a result of large 
supplies, in excess of current market requirements, of the crops 
covered by the price-support law and the rate at which loans are 
made, the amount of $6% billion provided by Congress for loan and 
purchase is not considered adequate by Commodity Credit officials 
to provide the necessary service to farmers on crops that may vet 
be eligible for loans or purchase. Therefore, the estimate by Govern- 
ment officials of the need for an additional $1% billion should be 
recognized, and we in the National Grange vigorously support the 
proposal to raise the loan ceiling to $8%s billion. 

It is perfectly apparent that farmers, in doing their recognized part 
in connection with the war, have responded to the best of their ability 
by producing abundant supplies of food and fiber products, at the same 
time expecting their Government to protect them against dangerous 
price declines, by means of the price-support program. Thus, as we 
see it, the Government should keep faith with its farmers and the neces- 
sary action should be taken by Congress to provide additional ade- 
quate funds to fulfill the Government’s obligation of price protection. 
Even though the National Grange is giving its endorsement to the 
appropriation of additional funds to carry out provisions for the 1954 
program, we wish to say that at a later date we will be prepared and 
hope to have the opportunity to present our views on bringing about 
orderly and constructive adjustment of a governmental price-support 
program which recognizes the fundamental principle that a satisfac- 
tory and equitable income for agricultural producers can only be 
achieved through expanding markets, both at home and abroad. 
Also, that such features of our present program which seemingly have 
had the effect of restricting markets must be thoroughly analyzed with 
a view to making such adjustments as will effectively eliminate the 
difficulty of shrinking farm income. 

In this connection we think it would be desirable to reexamine the 
original purpose of making available the loaning service on farm 
commodities. Orderly marketing was a very basie part of that pro- 
gram, and although the nonrecourse provisions were a part of the act 
it was not the intent of proponents of the law or of Congress, as we 
understand it, that the Commodity Credit Corporation was to become 
an alternative market for all the producer might wish to put into it. 

It is our belief that we can propose practical ways in which the 
desired objective of a satisfactory and equitable income for agricul- 
tural producers can be achieved without repeated requests to increase 
the ceiling on operations of the Commodity Credit p saa and 
at the same time operate the farm plant on a scale that will encourage 
efficient production. 
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To mention the more important of the proposals we have in mind 
we believe a two-price system must be made available for use in 
connection with any price-support program for such crops as wheat 
and cotton—natural or normal exports of the United States—when- 
ever the level of price support is above available export price and 
when we are therefore losing our relative or legitimate portion of the 
markets of the world. We expect also to be able, further, to develop 
our conception of a trade and markets expansion certificate program 
to stimulate foreign markets in proportion to tariff concessions on | 
imports, which concessions may be made in accord with expanded 
income arising from the increased exports. 

Then, too, a more widespread soil-conservation program with 
attractive inducements to farmers to set aside more of their crop 
acreages for soil-building purposes, we believe, would be highly effec- 
tive in establishing a storehouse of vital plant-food elements for future 
use as well as contributing on a large scale to better balance between 
crop output and market requirements. The most plausible basis for 
such restriction of agricultural output as may seem to be required is 
sound land use. 

The Cuatrman. Thank you very much, Mr. James. 

Are there questions of Mr. James? 

We are very grateful for your appearance, Mr. James, and we 
thank you. 

Without objection, statements by the American Farm Bureau 
Federation and the National Farmers Union, may be inserted in the 
record. 

Also, without objection, the following may be inserted in the record: 
The executive communication from the Secretary of Agriculture to 
the Speaker of the House, referred to this committee, setting forth 
the requests for this legislation, and the letter of the Acting Secretary 
of Agriculture recommending section 3 of H. R. 7339 be stricken for 
the grounds stated. 

Without objection, the public hearings will be closed at this time, 
and we shall meet in executive session to take action on the bill before 
us at 10:30 Monday morning, March 1. 

(Whereupon, at 1:35 p. m., the committee adjourned.) 

(The following statements were submitted for inclusion in the 
record: ) 


14, 1954. 
Hon. Josera W. Martin, Jr. 
Speaker, House of Representatives. 

Dear Mr. Speaker: This Department recommends the enactment of legisla- 
tion to increase the borrowing authority of the Commodity Credit Corporation 
from $6,750 million to $8,500 million effective July 1, 1954. 

At the outset it should be emphasized that it is impossible to forecast with 
any degree of accuracy the requirements for borrowing authority necessary to 
fulfill the statutory obligations of the Commodity Credit Corporation either in 
total or within a given crop vear. The obligations incurred or funds actually 
expended are largely determined by statutory requirements, yields from crops 
not yet planted, weather, future prices, and general prevailing economie condi- 
tions over which the Corporation has no control. Our best estimates indicate, 
however, that this increase is necessarv to maintain the stability of the Corpora- 
tion and assure successful operation of present price-support legislation. 

This increase in borrowing authority does not, in itself, commit the Com- 
modity Credit Corporation to expend funds. It is tather an authorization. The 
Congress determines how the authorization will be used by prescribing in the 
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statutes the price-support programs to be earried out. In this connection, 
early passage of the administration’s proposed farm program is urged in order to 
reduce, as soon as possible, the demands on the Commodity Credit Corporation 
and the Treasury, 

As of November 30, 1953, the Corporation had outstanding borrowings of 
$4,148 million and it was obligated to purehase $1,525 million of leans and certi- 
ficates held by banks and other lending agencies participating in the loan programs 
of the Corporation. This made a total of $5,673 million of its statutory borrowing 
power actually in use. It also had other obligations already contracted in the 
amount of $259 million, some part of which will require additional borrowings to 
liquidate (such as purchase agreements, accounts payable, accrued liabilities, 
ete.) making a grand total of $5,932 million of its borrowing authority in use as of 
November 30. This represents an increase of $3 billion over similar obligations 
outstanding as of December 31, 1952. It is estimated that the Corporation will 
incur obligations totaling an additional $800 million by the end of February 1954, 
making its obligations outstanding as of that date total $6.7 billion—an increase 
of $3.8 during the 14-month period since January 1, 1953. Thus it may readily 
be seen that if obligations subsequent to February 1954 inerease as in the preeeding 
recent past, a borrowing authority of $8.5 billion is definitely required. 

There is attached a draft of a bill embodying the necessary amendments to 
existing legislation to accomplish an increase in the borrowing authority together 
with a statement indicating factors affecting use of the borrowing authority of 
the Commodity Credit Corporation. This latter statement may be helpful to 
the committee to which this proposal is referred. 

The Bureau of the Budget advises that there is no objection to the submission 
of this proposed legislation to the Congress for its consideration. 

Sincerely yours, 
E. T. Benson, Secretary. 

Enclosures. 


H. R. —— 
A BILL To increase the borrowing power of Commodity Credit Corporation 


Be it enacted by the House of Representatives of the United States of America in 
Congress assembled, That section 4 of the Aet approved March 8, 1938 (52 Stat. 
108), as amended, is amended by striking out ‘$6,750,000,000" and inserting in 
lieu thereof ‘*S8,500,000,000, effective July 1, 1954”. 

Sec. 2. Section 4 (i) of the Commodity Credit Corporation Charter Act (62 
Stat. 1070), as amended, is amended by striking out ‘$6,750,000,000" and 
inserting in lieu thereof ‘“S8,500,000,000, effective July 1, 1954”. 

Sec. 3. This Act shall be effective July 1, 1954. 


Factors AFFrecTING UsE or THE BorROWING AUTHORITY OF THE COMMODITY 
CrebDIT CoRPORATION 


Budget assumptions.—The Corporation’s budget estimates for 1954 and 1955 
are based on the general assumptions (a) that employment, production, and in- 
comes will continue high through fiscal vear 1955; (>) that prices, on the average, 
will not exceed the 1953 level; (c) that vields will be in line with recent averages; 
and (d) that acreage allotments and marketing quotas will be in effect on the 
1954 crops of peanuts, certain kinds of tobacco, wheat, and cotton in accordance 
with existing legislation; and acreage allotments will be in effect on the 1954 erop 
of corn. 

Supply and utilization.—On the basis of these assumptions estimates of the 
supply and utilization of individual commodities are made and these in turn be- 
come the significant factors upon which the estimated volume of price-support 
operations is predicated. With domestic disappearance of most commodities 
fairly stabilized, the two most dominating influences upon the level of price-support 
operations are exports and production. However, seasonal price variations on 
individual commodities resulting from a variety of causes have a definite effect on 
the peak amount of funds invested in price-support operations any one time during 
a@ crop year. 

Exports.—Declines in exports, primarily cotton and wheat, have already con- 
tributed to increasing stocks of these commodities owned or controlled by the 
Corporation. A continued low level of exports for these commodities will serve 
to intensify the problems of supporting prices of cotton and wheat. Rice is an 
important exception to the general decline in exports, due in part to a short crop 
in Japan. We are presently exporting nearly twice the volume of rice as was 
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exported during the crop years 1947-50. Production has trended upward in line 
with the increased exports. Should these exports drop off appreciably it is 
reasonable to assume that the total decrease in exports would flow into price- 
support channels. To illustrate, a 40-percent decrease in exports—10 million 
hundredweight—could mean additional CCC loans of nearly $50 million without 
giving any recognition to the additional effect such a development would have 
upon present prices. 

Production.—It is estimated that unless an early cancellation of notes is made to 
restore the capital impairment of the Corporation and to reimburse it for Inter- 
national Wheat Agreement costs a maximum of approximately $6.7 billion of the 
Corporation’s borrowing authority will be in use during 1954 and $7 billion in 
the fiscal year 1955. It should be emphasized, however, that this estimate for 
1955 has been prepared from data included in the current budget estimates which 
are based on the assumptions “that yields would be in line with recent averages” 
and “that acreage allotments and marketing quotas will be in effect * * * in 
accordance with existing legislation.” Actual yields per acre have been increasing 
steadily each year. Also, with acreage controls in effect for cotton, corn, and 
wheat, it may be assumed that producers will use more fertilizer and insecticides 
and select their best lands for the production of those crops upon which acreage 
allotments have been placed, thereby obtaining still higher yields. Under present 
legislation, the cotton allotment is set to produce 10 million bales of cotton with 
an average yield of 268 pounds of lint per acre—or 17,900,000 acres. _ If legislation 
is enacted which will increase the acreage allotment to around 21 million acres as is 
anticipated, production will increase accordingly. If it is assumed (a) that cotton 
acreage will be increased, (b) that yields of cotton, corn, and wheat will be in line 
with higher than average yields in recent years, and (c) that the increased supplies 
will go under price support, approximately $1 billion would be added to the 
borrowing authority required. There isshown below asummary of the production 
and yield for the 1954 crops of cotton, corn, and wheat upon which the budget esti- 
mates are based, compared with estimated production and yield in the light of 
factors discussed above, and their possible effect upon the volume of price-support 
operations. 


Current budget estimates, fiscal Estimates based on larger pro- 
year 1955 duction Increased 
price- 
Yiela | support 
rield per Yield per operations 
acre Production Production 
| 
Cotton 1 | 281 pounds _| 10,000,000 bales _.| 807 pounds__) 12,587,000 bales _. $414, 000, 000 
Corn --| 39.2 bushels _| 3,000,000,000 bushels | 42.2 bushels | 3,234,000,000 bushels 374, 000, 000 
Wheat 15.2 bushels_| 975,000,000 bushels 216.7 1,065,000,000 bushels 198, 000, 000 


' Assumes legislation will be enacted increasing minimum allotment to 21 million acres. Allowance made 
for underplantings of 500,000 acres. 
2 A yield of 18.3 bushels per acre w _ ttained in 1942. 


Diverted acreage.—A further factor influencing the volume of price-support op- 
erations will be crops devoted to acreage diverted from cotton, corn, and wheat 
to other crops eligible for price support. This has been taken into consideration 
to some extent in the budget estimates, but it is impossible to forecast the future 
developments in this respect with any degree of accuracy. The administration 
is already committed to price support on feed grains, soybeans, flaxseed, and 
other crops for which diverted acres might be used. Although the level of up- 
port is in some instances lower than in the recent past, nevertheless, increase 
yields and weak prices could add as much as $200 million to the borrow- 
ing authority required. Further, any general price declines and business diffi- 
culties would be reflected in a generally increased volume of price-support opera- 
tions for all commodities. 

During this period of high production and diminished exports, the volume of 
rice-support operations required by law are estimated to continue at a high 
evel. While production controls will be in effect for certain commodities there 

is no assurance that they will be fully successful because of vield potentialities. 
The timing of the peak requirements for borrowing authority for individual com- 
modities varies from time to time as general economic circumstances affecting 
the respective commodities change. It is important, therefore, that the borrow- 
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ing authority of the CCC be large enough to cover any reasonably anticipated 
needs. The past history of the operations of the Corporation is replete with 
examples of the violently changing demands upon it: From December 1947 to 
December 1948, the total obligations against the borrowing authority of the Cor- 
poration increased $1.5 billion; from December 1948 to December 1949, the in- 
crease was $1.7 billion; between February 1950 and January 1951, outstanding 
obligations decreased $1.2 billion; from December 1952 to November 1953. an 
11-month period, obligations have increased $3 billion, and it is estimated that 
an additional $800 million will be obligated by February 1954. If even a much 
smaller increase should take place in the period from December 1953 to January 
1955, it is apparent that a total authorization of $8.5 billion will definitely be 
required. 
A table (exhibit A) summarizing these changes in obligations is attached. 


Exuisit A.—Commodity Credit Corporation, analysis of obligations outstanding 
and net change between periods of marimum use of borrowing authority 


| Maximum use of borrowing authority 
| Total amount Statutory 
Calendar year } : ; 
| | nerease nerease 
Month of peak | is (+) or de- é (+) or de- 
| Outstand- crease (—) Outstand- 
| ing from prior ing from prior 
| | | period | period 
Actual: | | Billion Billion | Billion | Rillion 
O48 = 22 1.0 
January......- 3.2 | —1.2) 3.0 | —.8 
1953_ . | November~ 5.9 +3.0 5&7 +2.9 
Estimated: 1954 .., February 6.7 +,8 | 6.4 | 


| 
| | 


1 It is anticipated that a cancellation of notes totaling $773 million in February will enable the Corporation 
to stay within the statutory borrowing authority. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 24, 1954. 
Hon. Jesse P. 
Chairman, Committee on Banking and Currency, 
House of Representatives. 

Dear Mr. Wotcorr: Reference is made to a letter from the Secretary of 
Agriculture, dated January 14, 1954, to the Speaker of the House of Representa- 
tives, recommending the enactment of legislation to increase the borrowing 
authority of the Commodity Credit Corporation and attaching a proposed draft 
of legislation. 

Section 3 of the draft, as proposed by the Department, eae that the in- 
crease in borrowing authority be effective July 1, 1954. H. R. 7339 was intro- 
duced on this basis. Recent developments, however, indicate that commodities 
have been going under loan at a greatly accelerated rate and that, despite the faet 
that there has been an early restoration of the capital impairment of the Corpora- 
tion as of June 30, 1953, there is insufficient unusued borrowing authority to pro- 
vide a margin of safety for operations of the Corporation between now and July 1, 
1954. In view of this accelerated use of the borrowing authority of the Corpora- 
tion, the Department recommends that section 3 be stricken from the bill. With 
this change, the effective date of the increase in borrowing authority would be the 
same as the dae of approval of the bill. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
J. Earu Coke, Acting Secretary. 
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AMERICAN Farm Bureau FEDERATION 
Washington, D. C., March 3, 1954. 
Hon. Jesse P. Woxcort, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

Dear ConGressMAN Wotcort: The American Farm Bureau Federation favors 
increasing the borrowing authority of the Commodity Credit Corporation from 
$6,750 million to $8,500 million as provided in H. R. 7339. 

It would be appreciated if this letter could be ineluded in the printed record of 
the hearings with respect to this subject. 

Sincerely yours, 
Frank K. Woo.tey, 
Legislative Counsel. 


ExpanpiInGc Borrowina AuTHoRITY OF ComMmoprry CREDIT CORPORATION 


Statement of John A. Baker, assistant to president, National Farmers Union, 
before House Committee 6n Banking and Currency, February 25, 1954 


The farm price-support programs approved and established by Congress would 
be completely nuilified at any time when the Commodity Credit Corporation 
should not have sufficient uncommitted funds to finance additional loans. The 
Secretary of Agriculture testifving before the House Subcommittee on Agricul- 
tural Appropriations stated that the commitments of the Corporation had in- 
creased from $2.2 billion in November 1952 to $5.2 billion in November 1953. 
He further testified that potential commitments between November 1953 and 
the end of January 1954 had probably exhausted the remaining unencumbered 
funds within the CCC borrowing authorization of $6.75 billion. 

Without additional action, this situation would have resulted in the, at least 
temporary, cessation by the Department of Agriculture of all farm price-support 
activities financed by the Commodity Credit Corporation. A measure of tem- 
porary relief was provided in early February this year by congressional action 
directing the United States Treasury to cancel some $500 millicn of CCC nctes. 
However, this action does not appear sufficient to enable the Corporation to finish 
out the price-support promises of the Department for the 1954 crop vear. Much 
less is sufficient borrowing authority available to finance whatever price-support 
program Congress may enact for 1955 and later vears. 

If the intent of Congress to provide farm price supports by means of Com- 
modity Credit Corporation loans is not to be nullified it is perfectly obvious that 
sufficient funds must be available to CCC for this purpose. 

In this connection, it should be noted that President Eisenhower has recom- 
mended that Commodity Credit Corporation stocks to the value of $2.5 billion 
be put away in an “insulated set-aside.”’ If provision were made whereby the 
Commodity Credit Corporation would be reimbursed for the stocks transferred 
to this insulated set-aside, such action would give the Corporation an additional 
$2.5 billion from which to carry on its price-support operations within its present 
$6.75 billion borrowing authority. This action could be taken under the pro- 
visions of the Strategic and Critical Materials Stockpiling Act. This procedure 
is suggested for cotton by H. R. 6873, introduced by Congressman Brooks, of 
Louisiana, and for wheat by H. R. 7315, by Congressman Metcalf, of Montana. 

This type of action we believe would be the most appropriate way to provide 
additional uncommitted funds for the Commodity Credit Corporation. In fact 
such action would give CCC $2.5 billion in additional unencumbered funds 
which is $750 million more than the $1.75 increase in borrowing authority pro- 
vided by the bill your committee has under consideration. 

If, however, the administration is unwilling to reimburse the Commodity 
Credit Corporation for stocks transferred to the insulated set-aside from funds 
specifically appropriated for the purposes for which these stocks will be used; 
i. e., safely reserve, unusual foreign sales and donations, and unusual domestic 
distribution, the only recourse if the price-support program is not to be killed, 
is to expand CCC borrowing authority as provided in the bill before you. 

Moreover, there is this to be said. It is obvious that increased funds for 
Commodity Credit Corporation are needed. Such funds are used for interest- 
bearing loans not Government expenditures. If price-support loans to the full 
extent of CCC borrowing authority are not required, the money never leaves the 
United States Treasury. It is, therefore, prudent, and not wasteful, to provide 
CCC with more borrowing authority than it may be called upon to use. 
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Inasmuch as reimbursement of CCC for stock transferred to the insulated set- 
aside is still an unsettled question and since additional unused CCC borrowing 
authority will not be any strain at all on the United States Treasury, National 
Farmers Union endorses the bill before you and will support expansion of the bor- 
rowing authority of Commodity Credit Corporation from the present limit of 
$6.75 billion to $8.5 billion. 

At the same time we shall continue to urge that Commodity Credit Corpora- 
tion be reimbursed for such of its commodities as may be insulated and set aside 
for use in special domestic distribution programs, for foreign sale and distribution 
programs to bolster the foreign policy, and for establishment of safety reserves 
against natural emergency, war risk and civilian defense needs. Stocks used for 
these purposes should be paid for by specific appropriations not by the Commodity 
Credit Corporation and charged to farmers as price-support losses. 


x 
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